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IHTftUxJCrufaf 


Constitution ' Coorerative societies with objects extending bevund one 

of 'the Expert 

domr.utte^ State, are at present governed by the Multi-Unit Cooperative 

Societies net, 1942, which is a Central Act. K!»en this legist > 
tion was enacted, there were only a few multi-unit (multi-state) 
cooperative societies, most of which were employees' thrift an i 
credit societies. Later, due to the reorganisation of the States 
tho objects of some societies, which were confined to one State, 
were found to be extending to more than one State. The States 
Reorganisation act, 1956, incorporated suitable previsions in the 

Multi-Unit Cooperative Societies Act 'tcjfcgovern such single-state 

• • / 

societies which became multi-unit societies consequent on.the 
jreorgsai*ntion of the States. ,* special feature of this 
KIJCS Act is that it is not a comprehensive legislation containing 
detailed provisions for the incorporation, regulation and winding 
up of multi-unit cooperative societies; it is only an enabling 
legislation which facilitates incorporation, regulation and 
winding up of multi-unit societies in terns of the Cooperative 
^Societies of the States where the principal place 

business of the society is located. In other words, different 
nulti-unit societies are governed by different cooperative laws 
according to where their principal place of business i$ located. 

1.2 Since 1942 when the KUCS Act cane into force, the 

cooperative novenent has witnessed substantial trans¬ 
formation, in terms cf its organisational structure, 
diversification of activities as also in the overall 
size of operations. A significant feature of these 
■evelojnents is the emergence of national federations of 
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cooperative in different sphere of cooperative activity 

Largt relianoe is now sought to be placed on these national 
Uml organisations for providing ieadeesMp and support to tLt-i; 
respective sectors of the movement* 

1*3 The new developments have led to-ta* -demand for a cons pro¬ 
bative legislation for all multi-unir cooperative societies* Th 
-torkiafl Group on Cooperation CT%6) eat by the Administrative 
intorms. Commission observed: 

’The emergence of national and regional federations 
and growing inter-State relations >etween cooperatives 
require a full-fledged central legislation gaming 
various aspects of these societies,? 1 * 

Similarly* a Study Group appointed by National Cooperative 

Osina of India had also emphasised that tke aational-levaJU 

cooperative organisations should be brought, -under the direct. 

perriew of the Central Registrar and* for 'this purpose* a 

comprehensive legislation should be enacted, 

1.4 .The Government of India have, in- the *aew context of 

cooperative development in the country, recognised the need for 

a comprehensive central legislation and, in. pursuance-of this 

need* appointed an Expert Committee witlv the following numbers: 

••1. Shri Udaybhansinhj: f| tbaira 

President* Natidhal Cooperative 
Union of India, 72, Jorbagh, New 
Delhi-5. 

2 *-Shri S.S.Puri, ^foint Secretary Member 

to the Governmpht of India, 

Planning Commission, Npw Delhi, 

"." ' * *•" " * " 1 ir " .. . . .H I. . . . .. 

* Page 242 of the Report, 

Since relinquished charge of President of National Cooperative 
Union of India, 


Jfeaber 




^ H M. Joalii. General JHu»g»r^ 
na^arat State Cooperative Land 
Development Bank Ltd. , Ahmedabad. 

0 *. C.D. Oatey, Chief Officer, .. 

a gric ultural Credit Department, 
agypr-rR Bank of India, Bombay. 

ttri l,n. genu. Commissioner CIndus- «* 
fX'ial Cooperatives), Ministry of Indus- 

E Development and Internal Trade 

rtment of Industrial Development), 
ahavan, New Delhi. 

jflri M.M.K. Mall, Secretary, 

•national Cooperative Development 
Corporation, C-56, South Extension 
0art ID, New Delhi-4*.. 

$teri P.L. Gupta, Additional •• 

legislative Counsel, Ministry of 
fjutf Sbastri Bhavan, New Delhi. 


•• 


Member 


Member 


Member 


Member 


Member 


9 Or# S. Dandapani, Deputy Director 
** {Cooperatives), Ministry of Bailwny* 

(gallway Board), New Delhi. 

V 5 k/i A .Das, Joint Secretary to the 
Government of India, Ministry of 
Agriculture department of Cooperation), 

New Delhi. 

1.5 The terms of reference of the Committee are: 

1. To recommend the scope of comprehensive central 
legislation and the basis on which the same 
is to be framed; 


Member-Secretary 


2. To consider the desirability of categorisation 
of multi-unit cooperative societies on the 
following or any other suitable basig:- 

i) National Cooperative Federations! 

ii) Societies having membership residiugin 
more than one state; 

iii) Other multi-unit cooperative societies having 
objects extending beyond one state. 

3, To consider and recommend the extent of powers and 
responsibilities of the central authorities and 

the extent to which the same can be delegated to the 
state authorities in respect of different categories. 

* Now Chief Executive Officer, All India Khadi'& Village Industries 
Commission, 



4*JT« consider-other related.- wHwi. ■ 

A copy of the Notification of the Ministry oiLAgricolturs 
tlfrpertjyn* nf dated, t_a.i 

4 th N * r f h t 1971 is given at^Annexure I. 

1^6 The Committee. hold 11 meetings in all - the last 
to sign the Report. At our request, Shri K.S. Bawa, Joint 
Secretary in the Union Department of Cooperation and Central 
Bagistrar of Cooperative-Societies associated himself with most of 
the meetings of the Committee. We are grateful to him for giving 
ns the benefit of his wide knowledge and experience of the 
administration of cooperative legislation in th^ country. 

1.7 The Registrars of Cooperatave-Sacieties-were requested to 
conusJLcate their experience of, and difficulties experienced in. 
the adminis tration of the present Multi-Unit Cooperative Soci a l lea 
Act. Their views and comments were also sought oh the various 
aspects of the terms of reference given to the. Committee. 

The chief executives of all national federations were also 
requested for their views and comments on the proposed central 
legislation for multi—unit cooperative-societies. Th« 

Committee met the Chairmen and chief executives of some of thq 
national level federations on the 17th September, 1971. It held 
another meeting with representatives of national level federations 
and also Registrars of Maharashtra, Tamil Nadu and West Bengal, 
where there is a concentration of multi-unit cooperative societies. 
The Registrar of Cooperative Societies, Delhi where many 
national level federations are located, also gave evidence before-ibc 
Committee on the 25th November., 1971. atr New- Delhi. The Committee 
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• l«a- mt the Secretaries incharge of Cooperation on the 
ljtJRtfMdb»r«'1971-*t NewJ)eJUU-4o-a*0«rt*J« their views on 


tlM proposed central legislation* A list of institutions/porr. . 
itm Wkdm writieaLJpepJLiaA were reeeijtmd/who. evidence -bei./A; 
Ui O—turn i is given at Annexure II* 



Ijg fur efforts* as required by our tense of reference, have 
feeest ^Unvoted to suggesting the btpad fra ok work of a central 
Isfisltl 4n *» to be undertaken by the Government of India for 
nnltl te** cooperative societies, tea have not attempted - 
A9r !!»jte required by our terms of reference to attempt - 
a_4pMf$ .kiJJL-on.. tbis-sjibject. We have* however, indicated in 
s nfffrftrt detail the main features of the proposed legislation^ 


tte JsweJUshape^ to these is to be provided later^ter 
the Cover nmoot have taken a decision on the basio framo.work, 
s j i f fw ased by us* of the proposed legislation. The ensuing 
Chapters are patterned as follows*, in Chapter 11, we have 
' outlined briefly the historioal background of the MUCS^ot 
and also reviewed the present position of the adminiatzaiion 
of the Act; approach to and objectives of future legislation 
for nnltJUunit cooperative societies are discuaaed Ih Chapter-Ill; 
Chapter IV* which is divided into 14 different sections* 
contains detailed suggestions as to the features to be brought 
within the scope of the future legislation; Chapter V deals with 
the arrangements for the administration of the law; and 
Chapter JLI .containa-ttur coaclud Ind obaervatlong* 
acknowledgements . 1.9 The Comnittee would like to place on record thaakfgUes* 


for the unstinted cooperation and assistance rendered in its 
deliberations by the Chairmen and Managing Direotors/Geueral 
Managers of national.-level cooperative, federa tions* se*rn.Mir^ t 



']Wj»aeaft--offtjTjvvnerfllionj^ena r toeats aud the~State degU^crs 
ot Cooperative Societies| who made some very valuable suggestion 
during the course of giving evidence before the Committee anu 
also in l,he written memoranda sent by them. The Committee .<on’d 
particularly like to thank Shri K.S* Bawa, Central Registrar and 
Joint Secretary, Ministry of Agriculture in the Department of 
Cooperation^ who attended almost all the meetings of the Committee, 
M^=a iaJ invitee. The Committee thus had the ODDOitaarty 
of examining him in all important questions pertaining to their 
torn* of refexeaca^and. obtain his mature jamt sound advice based 
qn practical experience of the administration of the exis-nug 
Multi-Unit Cooperative Societies Act, 1942* 

The Committee is specially indebted to tne expert advice 
and services rendered by Shri K. Suodararajulu, Director in the 
Department of Cooperation of the Ministry of Agriculture, based 
on Jfi* long and varied experience about all sectors of the 
cooperative development programmes and also his deep knowledge about 
cooperative legislations in India and abroad* The Committee 
Is also thankful for the able assistance rendered by Shri R.L.Nhgp&l, 
Deputy Director, and Shri M.K. Chakraborty, Assistant Director, in 
the department of Cooperation, Ministry of Agriculture, who made 
comparative studies of the different State Cooperative Laws 
and conducted analytical studies in various aspects of 
cooperative legislation and thus provided some valuable material 
for the consideration of the Committee, Thanks are also due to the 
services rendered by Shri Bansi Lai, Assistant, and Sarvashri 
S.K. Bhatia, Personal Assistant and O.P, Setia, Stenographer, in 
the Ministry, for the hard and devoted work done by tken*. 



CHAPTER II 


HISToAICkL BACXGkUJNO and ckxujue of the 



Government of 
India ?»ct,1935 


HBTCiAICkL BnCKGBOtM>; 

la a Federal Constitution like ours, the constitutional 

\ 

provisions determine whether a State Legislature or the 
Parliament is competent to legislate on a given subject, At 
the outset, we would like to clarify that our terms of 
reference do not require us to examine the constitutionalit} 
of the Centre enacting legislation on multi-unit cooperative 
societies* We have, however, noted that the Union Department 
of Cooperation have taken competent legal opinion that 
legislation on multi-unit cooperative societies is within 
the exclusive jurisdiction of the Parlieiaent. As the question 
of the constitutionality of Central legislation on multi-unit 
cooperative societies was raised quite often by representative: 
of State Governments and national level feder-tiens-both in 
oqr discussions with them as also in t heir-written - evidence 
given us to, we trace briefly, in the-su£ceeding^x«ragraphs 
the legislative background of the present MulLiHftaft- 
Cooperative Societies Act. 

2.2 The present Multi-unit Cooperative Societies Act Was 
enacted in 1942 under, the Co r e f o me n t of Indie Act of 1935, 
which defined the scope of the legislative powers of the 
'Provincial 1 and the f Federal' Governments.’Cooperative 
Societies* was placed as a Provincial subject under 
entry 33 of the Provincial Legislative JJst i n the Seventh 
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Sebedule to the Government of Iedia-AeL* J935 t- whereas 
entry 33--of the Federal List empowered the Centre to 
legislate in respect of incorporation regulation and 
winding up - a) of trading corporations including banking 
insurance and financial corporations but not including 
cooperative societies* and b) of corporation^- whether 
trading or not, with objects not confined to one unit. 

2.3 It was, in fact, the Government of India Act of 
which legally created jaulU-unii cooperative societies, 
that is, societies whose object extended beyond one unit 
(Province). The Central Legislature passed the Cooperative 
Societies Act of 1912, repealing the earlier Cooperative 
Credit Societies Act of 1904. The 1912 Act dealt with 
cooperative qpcieties for the wyple of India. Under the 
devolution Rules framed under tHfc Government of India Act 
1915 ( as amended in 1919), 'cooperative societies' became 
a transferred subject and each Province began to enact its 
own legislation for its cooperatives. Even in the early 
thirties, there was a proposal for a* all-India- legisl^etioo 
for multi-unit societies and a draft Mil was also prepared 
for this purpose in 1932. The Government of India Aid not, 
however, proceed-#dih-thia.Bill in the absence of ay 
indication of practical difficulties in t^ working of 
societies which carried on their business h mote than 
one Trovince. The 11th Conference of Register* of 
Cooperative Societies held in 1934 also consHered that 
an all-India legislation was i»ecas&a»y-f©r t hifpegHtT stloq 



g£-$o<xlrt le g^-t he -opcT a t inn a.- of whlr fc na cfe e mi»cUowe i~ jaor&- tbaa-one 
Province; but tbere-was juncta_j±L£ference-of opinion -among the 
participants in the Conference on the scope of the legit];', i 
at also on the question of supervision and control to be 
exorcised over brandies of societies operating in diffcvc.: 
Provinces, The Government of India, therefore, did not pur 
the question of an all-India legislation, 

2.4 In 1939, the then Madras'Government drew the attent ; 
of the Government of India, particularly to the tailway a.;.J 
Postal Employees* Cooperative Credit Societies which were 
originally registered in the then Madras Presidency and 'which 
had jurisdiction over more than one Province, and pointed 
«**t—that as a registered cooperative society is a corporation 
such * 9 corporation^ whether trading or not, with objects 

n t confined to one Province will fall within the last part, 
of the entry 33 of the Federal Legislative List in so far as 
incorporation, regulation and winding up are concerned. The 
Provincial Legislature cannot legislate in respect of such 
corporations". The origin of the present legal concept 
of multi-unit cooperative society is thus .igfce traced to the 
Government of India Act, 1935. 

2.5 The Government .of India examined thB Constitutional 
position and advised the Stat^ Governments that after tbh 
commencement of the Goverranent of India Act, 1935, 

a corporate cooperative society serving the interests 

of members in more than one Province Is a corporaticn with 

* Letter No. 4717-V/39-2 datd 2bth Jufce, 1939 from the 
Government of Madras addressed to the Government of India 
( page 1/c of the printed file No. 24-X111 /41-C6G) 
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ta one unit and* Xhexefax&t w ith in the 
exclusive legislative and-executive Jurisdiction of the- 
gextre ( vide Entry 33 in the Federal Legislative list 
ia the Seventh Schedule to the Government of India Act, 1935) 
Provincial Legislatures will, therefore, have no jurisdiction 
to enact legislation with application to multi-unit 
cooperative societies registered In the province, and what 
is of more immediate/ importance, in respect of existing 
multi-unit cooperative societies, the executive Jurisdiction 
purporting to be vested in Provincial Governments by the 
Cooperative Societies Act, 1912, or by the Provincial Act, 
where such exists, will have no valid basil," 

2,6 The then Government of India had the foilowino two 
possible courses open to them to remedy the situation 
created by the Government of I dia Act, 1935:- 

i) Amendment of the Government of India 4*<rt to 
give Provincial Governments authority 
( legislative and executive) over subh 
cooperative societies so far as they Work in 
each Provinces a multi-unit society would thus 
fall to be dealt with by different authorities 

in different areas. 

/ 

ii) Undertake Central Legislation for the incorporation, 
regulation and winding up of cooperative societies, 
with objects not confined.to~one- unit. 

The first alternative meant that the same cooperative 

would be dealt with by different Provincial Governments 

according to the cooperative law in force in their 

respective States. In other words, the legislative and 

executive authority for controlling the operations of a 

• Letter No, 44-13/c39-A dated 24,8.1939 of the Government 
of India - page 5//C of Printed file Ho, 24-XLU 41 CG6 
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Bulti— unit society would- have varied-according to the 
Province in which a member of such a society resided. 

2*7 The Government of India consulted the Provincial 
Governments as to which of the above alternatives should 
be chosen and also hinted to them that w it eppenrs 
desirable that extension of activity by healthy, properly 
regulated and correctly inspired cooperative societies of 
Whatever kind should not be impeded. The probab^g adverse 
effects, if any, of complete provinciaJisaticn on such 
desirable extension, may kindly be considered before tne 
Provincial government formulates their views in the metier 
Hone of the provincial governments favoured the fi*st 
-alternative of provincialisation of multi-unit societie^. 

The Conference'of Registrars of Cooperative Societies 
held in Decemher, 1939, also considered this questidp 
and appointed a sub-committee, which unanimously rec^ommended 
that necessary legislation should be undertaken by thp 
Central Government, In pursuance of the recommendations of 
this sufr-conriittoe, the Government of India enacted tie 
MultiTUnit Cooperative Societies Act, 1942. 

2.8 Although the Govemment/of India had, at one stage, 
contemplated a comprehensive legislation for multi-uni 
cooperatives, they finally decided in favour of a briej 
enabling legislation, the main objectives of which we^ei 

i) to validate the legal position of the theji' 
existing multi-unit societies; and 

li) to provide for the registration and control 

of such societies as may be formed in the ?utrtrre. 
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Provisions of 

the Constitution 


ft copy of the Multi-unit Cooperative Societies Act, 


1942 £rid the rules framed thereunder are at AnueJivres III 
6 IV respectively. The main features of this Act -ve+- 

i) A multi-unit society will be governed by the 

Cooperative Societies Act of the P ?Qviuce(&tate) 
wfiere its principal place of business is ? iinated. 


ii) Jffiiie the Act provides for the appointment of 
a Central Registry, a provision tre3-also 
incorporated thct, until a Central Registrar is 
appointed, the State Registrars woulj !o 
oitrjsted with ‘the functions of the Central 
Registrar; 


JLilV-A society would be subject to the general 

control of the Registrar of the province-where 
It Is registered, but nswore cf in spottier. rad 
audit of branch offices ere vested in the 
Registrars of the Stctcs Wr«ere 'SU£i>._cf';; , '.oR 
are situated. 

2.9 The allocation of legislative powers as between 

the Certtre and the States in so far as cooperatives ate 

concerned, is practice?ly the sane under the Government of 

India Act, 1935 and the present Constitution, The relbvai 

entries are. as follows: 

(Sort, of In dia Act, 1735 
Seventh Schedul e 

l Is t 7; Vedt r a 1 Leo i s 1 at i ve - 

- 

Entry 33 


Constitntio n of India 

Se yvA jh 5 z:-td 

list fl bnioo e. 1 st) 

En tries 43 and 4^ 


Corporations, that is to 
say, the incorportion, 
regulation end winding up 
of trading corporations 
including basking-,insurance 
end financial corpoxatior:s, 
but not includirg cornerat- 
- ions owned o'* controlled by 
a Federated State anti carrv- 
ing on business only vithjn 
that State or Ccop^rat ive 
Societies,iend of corporations 
whether trading or pot.wiih 
objects not confined to oc.e. 


43, Incorporation, ye quiet ion 

-end winding up of trading 
corporatices including 
banking,iwr.arar.ee tad rrrtewctwf 
corporatioiro but not including 
cooperative soci^v^rs, 

44. Incorporation, regulation 
«r,d winding up of corpcmninwi. 
v/hether trailing or rot, with 
objects not cor fined to ope 
State, but po* iteiudiag 
universities 
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•List II (frovinclal , _ Llst II ( State List! 

legislative Li.-t ) 

*»t«V 33 _„JX»2 

The Incorporation,regulation I Incorporation, regulation and 
and winding up of corporvt- 6 winding np of corporations 
-lens other than corporations! other than those specified in- 
specified in List I, 4 List I, and ur.iversi *. * os, ' 

unincorporated trading, . ! unincorporated trading, ’iterary 
literary, scientific, ! scientific, relicicus and other 

religious and other societies! societies ard associations! 

•ltd associations; f cooperative societies, 

cooperative societies. 0 

2.10 Thus, under our Constitution, cooperatives ^ith 
Objects extending beyond one State, continue to be Vqder the 
•xeltuive legislative and executive jurisdiction of t*ie 
Csetre. A study of the legislative proposals leading to the 
vaectroent of the Multi-unit Cooperative Societies Aci, 1942, 
.clarifies certain, basic concepts regarding multi-unil, that 
Is, multi-state, cooperative societies, which could form the 
basis for future legislation also. The first is: Isha 
’Cooperative' a ' Corporation' ? The Statement of Dejects 
and Reasons appended to the Multi-Unit Cooperative .Sopteties 
Act* 1942 observes that multi-unit societies are 
** Corporations within the meaning of Entry 33 in List I 
of the Seventh Schedule to the Government of.India Act, 1933" 
Secondly, in terms of the Government of India Act, 1935, a$' 
also the present Constitution, a multi-unit society is bn^ 
with "object not confined to one State". The term 'objects 
was construed as serving the interests of members in mor^ 
than one Province" and multi-unit societies were defined 
as those which " serve objects (i.e, have members enjoyihg 
their benefits) in frovincejs ( units) outside the province 
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AiHcndments 
Hsuiti-mTit 
Cooperative 
Societies Act, 


i« which the society is registered," In their letter 
No, 44-13/39-A dated the 24th August, 1939, the Government 
ojf XadiaJliiloTmed the State Governments that " a corporate 
cooperative society serving the interests of members in 
•ore than one_£royi«ce is a corporation with objectsjiot 
confined to one unit ... " In other words, a multi-unit 

j 

society is one whose membership-extMtds beyond one -State* 
this definition fully accords-with thaJsesio pxixtcir4e 
that a cooperative is an association of persons and \ts 
principal object is to render economic service to it 
•embers. 

2,11 When the States were re-orga«i*ed under the Slates 
fto~oxgnnisation Act, 19.%, some cooperatives, the ofcidcts 
of which were confined to one State, earae to be extender 
beyond one State, Some of the single-state societies 
became multi—state societies consequent on the reorgants* 
-tion of States. As the 1942 Act did not provide for sue* 
categories of societies, section 105 of the State 
Reorganisation Act, 19%, inserted section 5A in the 
Multi-unit Cooperative Societies Act to govern the^e rVenf 
categories of societies which became moltl-unitXStat,u 
societies consequent on the Reorganisation of Stated 
under the States Beorganisation Act, 1956. The provision^ 
of the Multi-unit Cooperative Societies Act were ma^ 
applicable to such societies and a special procedure Was 
else laid down for reorrganisation or reconstitution p« 
dissolution of such societies. The Andhra Pradesh bad 
Madras (Alteration of Boundaries) Act, 1959, mode + hf* 
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seetion 5A applicable to all safeties which_becaroe 
multi-unit societies as a result of any enactment relating - 
to the re-orgenlsation of States, The B^siI^.fiis-orgsniKation 
Act, 1960 and the run jab Reorganisation Act, 190: introduced 
sections 5C and 50 respectively in the Multi-unit Cooperative 
Societies Act to facilitate reorganisation of certain state 
level societies which would be multi-unit societies 
consequent on the reorganisation of those States. 

2,12 Section 5A, as inserted by the State Reorganisation 
Act, 1956, provided for the transfer of assets and 
liabilities of a multi-unit cooperative society coming 
under the purview of section 5A, to a new eooperp» 4 "d 
society; but there- was no provision for such -transier 
of assets and liabilities to an existing cooperative 
Society. This provision created a practical difficulty in 
transferring part of the assets aid liabilities of 
Bombay State Cooperative Land Mortgage Bank to the 
existing Gujarat State Cooperative Laid Developdait Bank, 
consequent on the reorganisation of the erstwhile Bombay 
State. To facilitate r-uch transfers^..section 5A of the 
Multi-unit Cooperative Societies Act was further amehuet 
by'*PaxJXat>en t-i n. J962, 

Central Registrar 2,13 As explained earlier, the Multi—writ Cooperative 

and delegation 

^l_E2h!£U» Societies Act, 1942 provided for the appointment of a 

Central Registrar; a provision was also incorporated 
that until such ap’jointme^t was made, the State Registrar 
should be-entrusted wi th *hc functions of a Central 
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Begistrsr, Section 4 of the Multi wait Cooperati ve 
Societies Act read a as follows: 

(1) The Central Government may, if it thinks 

fit, apfoint...a-CeiitraJ- Regij»tr-ar of. Cooperative 
Societies* 

(2) The Central Hegistrar of Cooperative Societies 
if appointed, shall exercise in respect of any 
cooperative society to which this Act applies, 

to the exclusion of Provincial Registrar;! 
the powers aid functions exercisable by the 
Registrar of Cooperative Societies of th£ 
Province in which such society is actually 
registered,** 

According to this provision, once a Central Registrar is 
appointed, the State Registrars-have no jurisdiction over 
autltl -unit .societies.; there was also no provision for 
delegation of powers of the Central Registrar to State 
Registrars of Cooperative Societies. A major provision 
incorporated in the Hulti-unit Cooperative Societies Act 
by the States Reorganisation Act, 1956 is section 5B 
which provides for delegation of powers of Central Registrar, 
to officers of Central and State Governments. Fo^ the flpst 
time in 1956, the Central Government appointed a Central 
Registrar under section 4 of the Multi-unit Cooperative 
Societies Act and also delegated the powers of thd 
Central Registrar to the State Registrars under Seciion 5 B. 
2,14 The location of the provision empowering the Central 
Government to delegate powers of a Central Registrar” iq 
the body of the Multi-Unit Cooperative Societies A6t, 
had led to some uncertainty about the scope of sectiof 
J&. Section 4 which relates to the appointment of Central 
Registrar was not amended by the State Reorganisation Jtct, 
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1986, to provide for delegation of power* of. the Central 
Registrar; but a new *ection $ was added after section 5 .; 
for the delegation of powers. The Andhra Pradesh High 
€tmrt had. occasion to observe that theft the scope of 
delegation of powers under section S B relates to 
poeieties coming under t,he purview of section 5A and that 
for the purposes of their reorgtniaaticn, reconstitut 
0 % d issolution mentioned therein. It Is understood that 
appeal against the judgment of the High Court has been 
preferred to the Supreme Court, whose judgment is awaited. 
There is thus a lurking inadequacy in the existing 
legislation regarding delegation of powers, which needs 
to Ije remedied. 

CRITIQUE tiF THE FnESENT UGBIATIW 
2-15 According to the information we have received from 
the State Registrars, there are now 121 multUunit 
cooperative societies in the country. State-wiie 

Review of 

gxistina -distribution of these societies is given at Aanexure Y» 

The type-wise number of societies are* 

1 ) National level institutions 

2) Credit societies 

3) Marketing and processing 
societies 

4) Industrial societies 

5) Writers’ societies 

6 ) Transport societies 

7) Others 
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2»16 Various multi-unit-societies. are governed by-- 
different Cooperative Societies Acts of the States where 
their principal place of business is located. Irhen the 
Multi-unit Cooperative Societies Act was enacted, there 
was hardly any national cooperative..federation. The 
Cooperative movement in the country has made rapid strides, 
particularly in the last decade. The activities of various 
sectors of the cooperative movement like credit, marketing, 
processing, etc., have expanded to significant dimensions, 
leading, logically, to the establishment of cooperative 
federations at various levels. The National Cooperative 
Union of India is the apex organisation of the Indian 
cooperative movement; it has as its members, state ana 
national level institutions functioning in different 
spheres. The history of this organisation could be traced 
to 1929 when it was organised as an association of stale 
cooperative unions, then known as cooperative institutes. 

It jtas earlier -known gs the Indian Cooperative Union. In 
1952, its name was charged to All India Cooperative Union 
and, in 1961 to National Cooperative Union of India, the 
objectives of the National Cooperative Union are 

promote and to develop cooperative movement in India, to 

/ 

educate, guide and Assist the people in their effort*, 
to build up and expand the cooperative sector, an< to 
serve as an exponent of cooperative opinion in the country^ 
Besides being the eh£ef spokesman of the movement, it 
has assumed a specific responsibility for cooperative 
training and education i° the country. In the iwpori* 



fields of cooperative activity relating to agricultural cr,d-’. 
processing and marketing of agricultural produ.ce, consun. r 
cooperatives etc., a number of cooperative federations.;;, 
national level have been established in recent years. 

2*17 The main objective of these national federations 
ie tA^proride-Jieceasary adminlstratlve^technical, business 
and other support to cooperatives in their respective fiel’r 
of activity. The cooperative movement Is to march progressive:ly 
towards self-reliance and self-regulation; the national 
federations have a large-contribution to make in aobieving 
these objectives. These federations have also a leading role 
to play in bringing about an effective coordination between 
various sectors of the cooperative, movement like credit-end 
marketing, consumers and marketing etc. The effective 
cooperation among cooperatives would ensure that various 
sectors of the movement, instead of operating in isolation, 
will impart strength to, and benefit from, each other, and 
function as a ’well-rounded and inter-locked cooperative 
movement’ for the benefit of the farmer the-art is an apd 
the worker A_~pre 1 ininary pre-requisite for coordinated 
functioning is a common legal frame work for all the 
national federations, whereas, at present, various'national 
federations are governed J>y-different State Cooperative 
Societies Acts. 

2.18 Another inadequacy of the present Multi-unit 
Cooperative Societies Act, 1942 relates to the role of the 
Central Government. Although, under the Constitution, 
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executive and legislative, respmsihility for multi-uni. 
cooperative societies vests in the Central Geveruneu ' 

Government practically has no role except appointing a 
Central Registrar. As 8 multi-state society is now regisuvod 
under, and governed by, the State C°op>erative Societies 
of the State where, its principal place of business is Uw;. 
all the appeal* and other powers of the Government under t:e 
Aots now vest in the State Governments only and not the 
Central Government* This leads to an anamolous situation 
where jthe actions of the Contra! Registrar, appointed by 
the Central Government are appealable only to the Concerned 
State Government aid not to the Central Government, In view 
of fhe constitutional responsibility of the Central, 
Government in respect of multi-unit cooperative societies, 
the existing situation needs to be remedied and the Cenlral 
Government should have jurisdiction over the multi-ynK 
cooperative societies, 

Working Group 2.19 The Working Group on Cooperation ( 1968) appointed 

o n Cooperation 

11960) ~ oy the Administrative Reforms Commission revieweu i n ^ 

existing portion of multi-unit cooperative societies 

and made thq following recommendations 

We would also like to refer in this connection 
to the inadequacy of the legislation governing 
multi-unit societies. At present, the Multil^dit 
Cooperative Societies Act is only an enabling 
legislation. Section 3 of the Act provides that 
tor the purposes of registration, control wp 
dissolution,' a multi-unit society will x> 

J ovemed by the Cooperative Societies /.cl of 
he State where its principal place oj business 
s situated. The Multi-Unit Act was passed 
in, 1942 when.-the re. .were very few multi-ufcit 
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societies, and moat of thpm were credit societies» 

The emergence of national and regional federations 
and growing inter-State relations between cooperatives 
require a full fledgec^ central legislation governing 
various aspects of these societies, ^ho present 
enabling legislation should, as early as possible, be 
replaced by a comprehensive Multi-unit cooperative 
Societies Act which should be administered by the 
Central Registrar in the Union Department of Cooperation 

Be vie w 2.20 The Review Committee appointed by the National 

.CfewUlaa 

of the Cooperative Union of India also examined the present 

N,C.U.I 

position regarding national federations and observed: 

“with the growth of national federations in the 
different sectors of the cooperative movement, 
it has become imperative that there should be' a 
. central authority administering the laws and 
looking after the growth of those insi cutions 
as national organs sub-servient to the cause of 
their constituents at the state level and below* 

A multi-state cooperative law should bo enacted in 
the Parliament to take over this growing requiremg 
at the national level and a suitable authority- 
created for the purpose at the Centre to look after 

the interests of the national level federations. 

It is also expected that the same authority at 
the Centre will take some promotional interests 
In the cooperative movement as a whole”. 

2.21 Constitutionally, legislative and executive 

jurisdiction over multi-unit cooperatives vests in the 

Central Government. The absence of a self-contained and 

uniform legislation governing various aspects of all 

multi-unit societies, and the inadequacy of the present 

Multi-unit Coopsrative Societies Act to moat the growing 

requirements of the expanding activities of national 

federations and inter-State cooporative organisations, 

point to the need, as suggested ty 'the Committees referr 
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to in the preceding paragraphs, for a ceutral legislation 
for multi-unit cooperative societies. In view of these 
considerations, the Central Government have also, in 
principle, recognised the need for a comprehensive central 
legislation for all multi-unit cooperative societies in the 
country. 

2.22 The experience of Canada which has a federal 
Constitution and where * tooperation' is a Provincial 
subject would be relevant while considering the need for 
a Central .legislation for multi-unit cooperatives. 

In'Canada, 

" Cooperation is a subject In the provincial field 
and consequently almost all legislation is by the 
Provincial Government. The dominion Government have, 
however, taken certain steph to enable the formation 
of organisations operating In mora_than.one province: 

i) In 1953, the Cooperative Credit Associations Act 
was placed on the Statute Rook by the Dominion 
Government to enable the incorporation of the 
National Credit Society. 

ii) certain cooperative organisations have registered 
themselves under certain sections of the Federal 
Companies’ Act. This is so particularly in respect 
of insurance activities, in regard to which the 
federal government has considerable powei*.,* 

*• 

It is also reported: 

** Since 1938, every province in Canada has had 
legislation governing the incorporation of 
cooperative associations and societies 

Whera£xisting legislation is found inadequate, it 
is sometimes necessary or desirable to petition 
Parliament or the appropriate Legislature for a 
special Act embodying the required features. Some 
of the larger cooperatives in Canada have been 
incorporated by special legislation. At least 
four have been incorporated by the Dominion * 
Farlianent e.g. Canadian Cooperative Processors Ltd. 
and Canadian Cooperative Credit Society Ltd, 

* Cooperation in Canada - Qeport of the Indian Coccission - 
page,90 of Volume I. 

** Canadian Cooperative Law by W.B.Francis - pages 16-16 
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Where it is intended that a cooperative should 
engago in inter-provincial or ex-port trade, it 
is usually considered desirable that the 
incorporation should be under Dominion legislti^ 
in order that the cooperative will have jowers to 
operate in all provinces. Severl attempts to obtain 
a Dominion Cooperative Associations Act of general 
application have failed. .. 

An other alternative is to incorporate under 
provincial law and re-register in those provinces 
where the cooperative desires to operate, e.g. 
the Canadian Cooperative Implements Ltd. 

Federated Cooperatives Ltd, and Consumers' 
Cooperative Cefineries Limited," 

2.23 Becently, a Bill was introduced in the Canadian 
Parliament for enacting Canada Cooperative Associations 
Act, The main objects of this Pill4s to provide for 
incorporation and regulation of inter-provincial 
cooperative associations. An extract of clause 5 of the 
Bill regarding incorporation of Such associations is 
given in /hnexure VI. 

2.24 In the light of what is stated above, it appears 
to us that central legislation concerning multi-state 
cooperative societies is net only constitutionally valid, 
but also in accord with the trends emerging in other 
countries which have « federal form of government* 
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■APPROACH TO FUTURE LEGISLATION 
In the preceding Chapter, we traced the history of the 
present Multi-Unit Cooperative Societies Act, referred to its 
inadequacies, and also explained the con side rati cos underlying 

the need for a c cmp rehen si w central legislation on multi-state 

' .1 

cooperative societies. Before proceeding, in the next Chapter, 
to consider, in broad detail, the scope of th e proposed 
legislation, we discuss in this Chapter, as required by the 


later part of our first term of referenee, the basis on 
which such legislation has tp be framed. Some basic aspects which 
an relevant to the consideration of a legislative framework 
far multi-state cooperative societies are* - 

i) What should be the primary object!re of 
such legislation? 

ii) What are the basic cooperatire principles that 
should be incorporated in the legislation? 

ill) What are the special features of a multi-stattf 
cooperative society? To what extent the normal 
provisions contained in the state cooperative 
laws could fora the basis for multi-state cooperative 
societies? 


iv) Whether the general 1 cooperates policy 1 enunciated 
by the Government, needs to be reflected in the 
proposed legislation? 

The above aspects are oon side red in this Chapter. 


1'itl on fo x. 


5.2ft. cooperative is a voluntary association o4 persons; 
it is an economic institution informed by social purpose 
and not motivated by ’entrepreneurial profits 1 ; it is a 


democratic organisation owned and controlled by those 
utilising its services. A combination of all these features 


Objecting 
of CQQP- 

arafelffi. 

legiaLa&ga 
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Bazk out cooperatives as distinct organisations, different 
from other types in the private or public sector. As 
a corollary, to function as legal corporate entities, coope ra¬ 
tlins need a special legislative frame-work suited to their 
retirements. It is In recognition of this that Governments 
in a number of countries have been paying special legislative 
attention to cooperatives, n It is significant that countries 
with well-developed end economically sound cooperatives 
also have a stable cooperative legislation,"* 

5,5 Vhat the objectives and scope of cooperative legislation 
should be, have been succinctly described as follows*** 

"True cooperation draws its inspiration from 
realms where the state’s writ does not run. 

Cooperative movements are not created by 
legislation. Nevertheless, without an 
appropriate legislative framework a cooperative 
movement in the form of a growing economic organism is 
not possible or even conceivable. The right of indivi¬ 
duals to associate in cooperative societies and the 
right of the societies to unite in federations must 
be recognised, at least in so far that both societies 
and federations are indued with legal personality 
and enjoy tie protection of the law on equal terns with 
all other typos of business undertakings, 

They need, of course, something more. Protection 
must not take the form of strait-vaistooat. On the 
contrary, the legal harness must allow 
for the free play of fundamental cooperative 
principles and the normal development of 
cooperative organisations according to the needs of 
their members and their own laws of growth. How these 
principles, which are constant and common to all 
genuine species of cooperative association, are to be 
expressed in the juristic vocabulary and given their 
place in the legal system of each nation is the 
practical problem of the legislator. 

But the legislator must understand the nature of 
that for which he legislates. How fortunate was . 

* International Handbook of Cooperative Legislation by 
Valko - page 14, 

Watkins's preface to International Handbook ©1 
Cooperative Legislation, 
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the Oil ted Kingdom that the Industrial and 
Frovicfent Societies Acts of 1852 and 1S62 were 
drafted by men who understood cooperation enough 
to know what not to put into them. Ind what a 
difference it would have made to tte Britidi 
cooperative movement if this legislation had been 
placed in the setting of the Companies Acts instead 
of the Friendly Societies Acts." 

5.4 The emjhasis i» thus on the flexibility of cooperative 

law to provide for the free play of fundamental cooperative 

principles and the normal development of cooperative 

organisations according to the needs of their members and 

their own laws of growth. It is interesting to note that 

a similar approach to cooperative legislation is reflectdd 

in Sir Ibnall Tbb© arfcon' a spooch intro dicing Cooperative 

Credit Societies Bill, 1904. A copy of his speeoh is given 

at Annexure VEI. The following quotation from his speech 

brings out the basic approach to the first cooperative 

legielation undertaken in the country*- 

•Certain broad principles must be laid down, 
and certain precautions must be insisted upon; 
but within those principles and subject to 
those precautions, the people must in the main 
be left to work out thoir own salvation on 
thair own lines, the function of Gomroment being 
confined to hearty sympathy, assistasoe^and advice* 
Guided by these considerations, w have kept 
two cardinal objects in view in framing the 
present Bill. The first is simplicity.... 

Simplicity is the first essential for success. 

Ihe second is elasticity. Our aim has been to 
lay down merely the general outlines, and to leave 
the details to be filled in gradually on lines 
Which the experience of failure or success, and 
the natural development of the institutions may 
indicate as best suited to each part of the 
country." 

5.5 Noimally, legislation for cooperatives has 
following three phases* 

i) the Act which is discussed and passed 5 ' 
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by the legislature; 

ii) the Rules framed by the Go^mment in 

pursuance of the provisions of Act which the 
legislature, if it considers necessary, could 
modify; and 

iii) the bye-laws of a cooperative vhich express 

the real intention of the participating members, 
and framed vitjhln the parameter of the Act 
and the Rules, 

Note* Besides the above which constitute 

cooperative legislation, the general 
laws of the country in respect of 
matters not covered by the Cooperative 
Act and the Rules, are also applicable to 
cooperatives, 
with 

The legislationy^hioh we are concerned in this 
Report, should "provide the broad legal framework for 
facilitating the registration and working o-f cooperative 
societies and also for providing the necessaxy agency and 
authority for their guidanoe, supervision and control. It 
is customary to relegate to tte rules, matters in respect 
of which a certain degree of elasticity is necessary and 
matters which are largely of procedural nature. To incorporate 
either of them in the Act would make it not only rigid but 
cumbersome. For instance, matters relating to the maximum 
credit limit of a society, the forms and standards of 
fluid resources to be maintained by it, the audit fees 
to bo levied, the investment of the Reserve Fund etc,, 
require a considerable degree of elasticity from one class 
of society to another,,.*" Along with the Act and the 


•Report of the Committee on Cooperative law (1957) 
appointed by the Ministry of Jbod and Agri.cifl.ture - pagp 25, 
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Rules, the byelaws adopted by the participating 
members and registered under the provision of the Act, 
constitute an integral part of the legal basis of a coopsrativs♦ 
The bye-laws define the objB cts for whi ch the society has 
been formed* describe its functions, and regulate its 
const it ution, management aid operations. The legislation 
should, therefore, provide the general basis for the protection 
of cooperative character, and also create an authority 
for the incorporation, regulation and winding up of the 
cooperatives. The Act should broadly determine the 
external limits within which cooperatives will function as 
provided by their byelaws. I 

8.6 Another inport ant consideration which Is crucial to the 
framing of legislation for multi-state cooperative societies, 
arise* from the provisions of the Constitution. As indicated 
in Chapter II, ’Cooperative Societies' is a State subject; 
but societies with objects extending beyond on© state fall 
within the jurisdiction of the Centre. Thus, the single¬ 
state cooperative societies vilijbe governed by the respective 
State Cooperative Societies Acts; the central legislation 
is also applicable to cooperatives but to a special 
category of cooperatives vhose objects extend beyond one State. 
Some of the representatives of the State Governments, 
thlle giving evidence before our Committee, voiced an appre¬ 
hension that the instrumen-1 of multi-state cooperative 
legislation might bo used to encroach on the executive aid 
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legislative re spaa Abilities of the State Governments, 

Whils ve do not rftaie tide apprehen-sion, care should, however, 
be taken toenate that the multi-state cooperative societies lav 
protide a for the Incorporation of only genuine multi-state 
cooperative societies, that Is, societies whose very nature 
of fU&cticns dictates that their membership Should 
necessarily be draie from more than one State, To obviate 
any blurring of responsibility bet seen the Centre end the 
States regarding cooperative societies, the proposed 
legislation should, in unequivocal terms, define the coopera¬ 
tives that would fall under its purview. Vb deal with this 
theme in greater detail in the next Chapter. 

5.T tte would, however, like to emphasise that the very 
objective of a comprehensive central legislation 1* to 
facilitate the organisation and functioning of genuine 
multi-state societies. Cooperatives are essentially 
business organisational trade transcends the territorial 
jurisdictions of any particular state, calling for organisation 
at federal cooperative societies with intar-state jurisdiction. 

The authorities administering the central legislation should, 
therefore, promote the emergence of such lntsr-state cooperatives* 
5.8 In Chapter H, ve mentioned that one of the reasons 
for undertaking comprehensive legislation for multi-state 
cooperative societies Is the promotion of inter-cooperative 
relations and coordination of activities of various sectors 
of the cooperative movement at the national level. This 
cooperation among the coo'penatives may manifest itself in 
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different forms of joint ventures, business partnership, 
financial participation* technical collaboration and 
administrative coordination. While it ubuld not be possible 

s 

to provide specifically for all conceivable forms of cooperation 

between various types of multi-state cooperative societies, 

the law should be flexible enough to admit of all healthy 

coordination between these cooperatives. 

5.9 Cooperative lavs do not attempt a legal definition 

of cooperative) but the basic principles characteristic 

of cooperatives are incorporated in the lav. The 

principles which were generally adopted all over the world* 

were first enunciated by the Rochdale Equitable Pioneers 

Society which was founded on December 21,1844, in Shgland* 

The Pioneers evolved principles and methods of operations 

which mere capable of being standardised and of serving 

as a guide for future cooperatives. These principles 

oaoe to be recognised as fundamental to cooperative organisations. 

The Rochdale principles arei 

1) Democratic control) 

ii) Freedom for new memhB rs to join, i.e. 
the principle of open membership* 

Hi) Payment of limited interest on capital. 

iv) Distribution of surplus among members 
in proportion to their transactions. 

v) Political and religious neutrality* 

vi) 9aSh trading, 

vil) Rftxc&tlon of members* 
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3r,10 The Oonsd aslon on Cooperative Principle a 

X 

appointed by the International Cooperative Alliance 
and which was presided over by the renouaad Indian 
Cooper^tor, late Prof. D.G. Karve, has re-enmdahad 
these principles as follows* 

i) Membership of a cooperative society should 
be voluntary and available without artificial 
restriction or any social, political, racial 
or religious discrimination, to all persons 
who can make use of its services and axe willing 
to accept the responsibilities of membership. 

li) Cooperative societies are democratic organisations. 
Their affairs should be administered by persona 
elected or appointed in a manner agreed by the 
members and accountable to them. Members of 
primary societies should enjoy equal rights of 
voting (one member, one vote) and participation 
in decisions affecting their societies. In other 
than primary societies, the administration should 
be conducted on a democratic basis in a suitable 
form, 

ill) Share capital should only receive a strict!# 
limited rate of interest, if any. 

iv) Surplus of savings, if any, arising out of the 
operations of a society belong to the members 
of that society and rfiould be distributed In 
cuch manner as would avoid one member gaining at 
the expense of others. This may be done by decision 
of the members as follows! 

a) By provision for development of the 
business of the cooperative; 

b) By provision of common services; oar 

o) By distribution among the members in 
proportion to their transactions with the 
society, 

v) All cooperative societies should make provision 
for the education of thalr members, officers and 
employees and of the general public,in the 
principles and techniques of Cooperation, both 
economic aid democratic. 
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vi) All cooperative organisations, is order to best 
serve the interests of their members and their 
communities should actively cooperate in every 
practical way with other cooperatives at local, 
national and international levels. 

These principles which define the essential 

features of cooperatives, should for the most part find 

expression in cooperative legislation. 

8.11 Before examining how far the State Cooperative Societies 

* Wife 

Acts ebeld form the basis for the proposed multi-state cooperative 
legislation, it would be useftil to briefly trace the history of 
cooperative legislation in the country. At the close of the 

Cooperative Credit t9th century* ad hoc attempts were made to organise 

Socie ties Act» 

j9Q4 . cooperatives in some States like United Provinces, 

Punjab etc. But no progress oould be made without a special 
legislation as the Companies Act was considered wholly 
unsuitable to cooperatives. In 1B92, the then Hid me Government 
plaoed Sir Frederick Nicholson on special duty to study the 
theory and practioe of agricultural and other land banks in 
Europe and to suggest ways and means by which a similar 
movement might be popularised in India. Nicholson' a Invaluable 
Report on 'The Possibility of Introducing Land and Agricultural 
Banka Into the Madras Presidency' end also the Report on 
•People's Bank for Northern Inditfi’ by another civilian Hr. Dupe me x 
aroused interest in setting up cooperatives in this country 
as a measure to relieve rural po^rty aggravated by chronic 
indebtedness. The Government of India appointed a Committee 
under Sir Edward law, and this Committee's recommendations 

formed the basis of the Cooperative Credit Societies Act,1904; 

< , 

This Act ushered in the cooperative movement in this country. Jbr a 
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detailed statement of the scope and objects of this Act, 
a reference Is invited to Annexurs VII, which contains 
extracts of Sir Itenzil Ibbeston’s speech introducing the Bill, 
3,12 The 1904 Act provided for organisation of only 
primary credit societies - urban and rural. That Act 
did not give legal protection to societies organised 
for purposes other than crddit. Nor did it contemplate 
formation of federal organisations. These lacunae were 
removed by the Cooperative Societies Act of 1912, which 
granted legal recognition to production and distribution 
societies and also federal cooperative organisations. 

3,15 In terms of Devolution Rules framed under the 
Government cf India Act 1915, a~s amended in 1919, ’cooperative 
uoolotiea‘ became a ’provincial’ and ’transferred’ subject, 
Bach province began to enact its own legislation for its 
cooperatives. The Bombay Cooperative Societies Act,1925 
was the first in the Series, followed by enactment in other 
States. Under "the Government of India Act, 1935, ’Cooperative 
Societies’ became a provincial subject. Now, under our 
Constitution also, 'cooperative societies’ has been listed as 
a State subject. 

3.14 Cooperative laws provide for the practical needs 
of cooperation, and such legislation is closely related 
to the actual conditions of cooperatives. Cooperative 
legislation is, therefore, profoundly influenced by the 
importance of the role the cooperatives have in the economic 
Struct*re of the countiy. Cooperation was introduced in India 



mainly as a defensive mechanism for dealing with the 
problem of rural indebtedness. The dawn of Independence in 
1947 and the advent of planned economic development utiered in 
a new era for cooperatives. The key-note of our economic 
pfenning is ’Growth with Social Justioe 1 . The role of 
cooperatives in our planned economy has been described in 
the following termsi- 

w In a planned economy pledged to the values 
of socialism and democracy, cooperation should become 
progressively the principal basis of organisation 
in many branches of economic life, notably in 
agriculture and minor irrigation, gttall industry 
and processing, marketing, distrlbuticm, supplies, 
rural electrification, housing and construction and the 
provision of essential amcste&es for local communities. 
Sven in medium and large industries and in transport, an 
increasing range of activities can be undertaken on 
cooperative lines. The socialist pattern of society 
implies the creation of large numbers of decen¬ 
tralised Wilts in agriculture, industry and the 
services. Cooperation has the mferlt of Combining 
freedom of opportunity for the small mm with 
benefits of large seals management and organisation 
as well as goodwill and support from the community. 

Thu a, a rapidly growing cooperative sector, with 
special emphasis on the needs of the peasant, the 
worker and the consumer becomes a vital factor for 
social stability, for expansion of employment 
opportunities and for rapid economic development. 

Along with the growing public sector md a private 
sector which function with responsibility to the 
community as a whole, the influence of cooperation 
extends far beyond the particular activities 
organised on cooperative lines, and gives to tfe 
social structure and the national econony, balance, 
direction and a sense cf values*** 

Cooperation has thus emerged as a distinct sector in 

our national economy. 


’’Third Five Tear Plan - Page 200 
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5.15 The publication, in 1954, of the Report of the Committee 
of Direction of All India Rural Credit Survey, represents a major 
l^id mark in the history of the cooperative movement in Indir.* 

Bie recommendations of this Committee led to, for the first tir*, 
a comprehensive and integrated approach to rural cooperative 
development in ftthe oountiy. One of the basic principles of what 
is known as the integrated Scheme of Rural Credit* formulated by 
that Committee, is that the State iiould participate in the share 
capital of various types of cooperatives at different levels to 
provide the initial momentum and strength to cooperatives. 

The natural corollary of state partnership in cooperatives is 
the concept of state participation in management. Consequent on 
the acceptance of the principles of state partnerrfiip in the 
tfiare capital of cooperatives and state participation in their 
management, the State Cooperative Societies Acts came to be 
amended to incorporate the® principles. These principles 
are also applicable to multi-state cooperatives, particularly the 
national and regicftal cooperative business organisations far 
accelerating their pace of development and facilitating 
their operations* We deal with this subject in greater detail 
In the qucceedirg Chapter, 

5,16 To facilitate coordinated development and progress of the 
cooperative movement In the new context, the State Cooperative 
Societies Act required to be amdnded* To quicken this legislative 
process, the Government of India appointed a Committee on 
Cooperative lew with the following terms of reference* 

(a) To review the existing cooperative legislation and 
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to oaks recommendations for & simple legislative measure 
generally suited to the whole country to facilitate 
moor din a ted progress of the movements 

(b) To examine, in the light of recommendations of the Rural 
Credit Survey Report, the modifications necessary in the 
Cooperative Societies Act and rules for giving effect to 
the concept of State partnership in share capital and 
state participation in management of oo ope-rati vb 
societies. 

(c) To examine the existing provisions relating to variens types 
of cooperative societies listed below and to miggest if any 
modifications are required In the -Act, Rules as well as 
bye-laws so that these societies may be able to play an 
increasingly important role in the economic development of 
the country. 

(i) Credit; 

(ii) Maricetingj 

(iii) Pro cessing| 

(lb) Irrigation; 

(▼) Dairying; 

(vi) Farming* 

(vii) Snail scale seid Tillage and other Industries; 

(viii) Consumers; 

(lx) Labour contract, Construction and Raising; 

(s£ Transport, etc, 

(d) To prepare standard sets of byelaws vfcich would facilitate 
the proper and. anooth working of the new types of societies 
tfcich are sougit to be encouraged under the changed economic 
and social policy, and 

(dji To fjonslder other related matters. 

This Committee prepared a Model Cooperative Societies Bill, 

a Model Cooperative Societies Rules and a set of model byelaws 

of a few important types of cooperative societies. The Government 

of India circulated the Committee’s Report to the State Governments 

with the request to appoint a mail Gccmdttee in each State to 

consider ajoentdments to the state laws. 
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5,17 The H ectiooal Development Council, in Its nee ting in 
November, 1958, considered the question of simplification of 
cooperative law and procedure, and observed* 

•Many of the existing procedures impede the dsTwlopraent 
of cooperation as a popular movement in which an all 
groups and cocnmlties can function freely and organise 
their work and activities along cooperative lines without 
excessive official interference and red tape. The restric¬ 
tive features of the existing cooperative legislation 
should be removed and both the present cooperative laws 
and Hie model legislation and rules which have been 
tinder the consideration of States rtiould be modified 
in accordance with the approach outlined in this Resolution. 

A copy of the note on Simplification of Cooperatitm law and 

Procedure 1 circulated to the National Development Council meeting 

is given at Aanexure VIII, The then Ministry of Community 

Development and Cooperation, In its policy letter No,l-12/59- 

Coop.l dated the 11th May,1959, addressed to all State 

Governments, made the following suggestions regarding 

simplification of cooperative law and procedure* 

r The existing position, particularly in respect of the 
procedure and rules, is not at all satisfactory. The law 
mu^i clearly provide for various he asurcs of regulation, 
control, supervision, audit, ete. A good deal of the 
criticism that is directed towards the rigidity of the 
cooperative law or concentration of authority in the Registrar 
really applies to the manner in which the law is ac3nd.nlgtered 
or procedures folloved by the cooperative department. In this 
respect, con siderable Improvement is both desirable and 
possible. It is necessary that in exorcising the controls 
provided in the law, rules, etc. there rfiould be the 
closest possible association with representative non- 
ifficial coope rati-ere organisations. Where sound organisa¬ 
tions exist, some of the powers could also be delegated 
to them. In States where non-official organisations 
either do not exist or are weak, they must be created 
or strengthansd. The ultimate object in this respect 
must be to delegate as many powers as possible to such 
non-official organisations and to exercise other powers in 
close consultation with them. Only then can tte movement 
become a people’s movement governed by the people. 

The law, rules and procedures vary from State to State and 
it is, therefore, not possible to mate any uniform re commend a- 
tiona. It is suggested that State Governments shculd 
consider the appointment of snail committees of .officials 
- and non-officials to examine the whole efiestion and submit 
detailed proposals to Government for consideration and 
action at an early date," 
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3.18 As suggested by the Government of India* most of the 

State Governments appointed speoial Committees or referred 

their cooperative laws to their State Cooperative Counoils for 

consideration, and .all the State Governments excepting Assam* 

Bihar and Nagaland have modified their cooperative legislation 
» 

either by enacting a new Act or by amending their existing 
legislation. The question of amendment of cooperative 
legislation in Assam* Bihar and Nagaland is also unde# 
consideration of the respective State Governments. The salient 
features of the new Cooperative Societies Acts enacted by the 
various State Governments are given in Amexure 12. 
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3,19 In the context of large reliance placed on cooperatives 
for rural economic development and the fl run dal end other 
support extended by the States to the cooperative sector, 
the Conference of Chief Ministers and State Ministers of 
Cooperation, whioh met at Madras in 1968, considered certain 
aspects of internal management of cooperatives. The objective was 
to ensure that management of a cooperative does not tend to be 
perpetually dominated by any one or a group of individuals 
belonging to a particular section of the local population, 
and that the eoonotdc benefits conferred by cooperatives, flow 
in a larger measure to the weaker sections of the community. 

The important legislative measures suggested by the Conference 
related to»- 


(I) Exclusion of money -lender s eto., from becoming 
members of cooperatives, 

(II) Reservation of seats on the Board of Management of 
cooperatives for weaker sections. 
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(iii) Restriction on holding of floe for none than 
the prescribed term* 

(iv) Restriction on holding office simultaneously in 
a number of institutions* 

(v) Regulation of loans to office-bearers. 

(vi) Regular election by an independent authority. 

A cooy of the Uhion Department of Cooperation polioy latter 
No. 4-30/58-UIB&C dated the 50th July, 1968, mggeating to the 
State Governments the legislative and other meanxres to be 
taken to implement the recommendations of the Conference, is 
at Annexure X. The progress of the legislative measures taken 
by the various State Governments to give effect to the reco¬ 
unt endat ions of the Conference is indicated in Annexure H. 

5,20 The emphasis in cooperation on v^aker /sections stems fra# 
the conoept that cooperatives represent the eeonondo instn*»nt 
of the (small man* to fight exploitation, to counteract 
monopoly and to obtain the benefits of large scale technology 
on the basis of voluntary association and democratic 

action. It may be noted in this coonecticn that in many 
countries, including India, agricultural credit cooperatives 
were organ!sad Initially on ths basis of unlimited liability 
of the members. It has been observed that "the system known 
as uilimited liability in Germany i • mall calculated to 
frighten away the more wealthy farters. 0 Incidentally, it is 
of interest to note that this principle of directing the efforts 
of cooperatives to benefit weaker sections, was alsa incorporated 
in ths preamble to ths 1912 Act, which referred to "the formation 

of cooperative societies for the promotion of thrift «rd 

self- help among agriculturists, artisans and persons of __ 

* Calvert’s Law and Principles of Cooperation - Page 50 
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United moans....." Further, then the first legislation in 


India was undertaken in 1904, it was emphasised that 

*it was necessary to take such precautions as might be needed 

in order to prevent speculators and capitalize from availing 


themselves, under oolcufable pretexts, or privileges which 
were not intended for them.”* 

5.21 While considering tha basis for framing the proposed 
comprehensive multi r state cooperative societies legislation, 
we have examined the extent to which the provisions of the Model 
cooperative Societies Bill prepared by the Oonmdttee on 
Cooperative Law in 1957 the nozanl provisions of the State 

Cooperative Societies Acts Zould be drawn upon. The Model Bill 
and the State Cooperative legislations do set the pattern for 
the proposed legislation in so far as they relate to matters in 
respect of tfclch previsions need to be made in that legislation, 
they provide an excellent guide to th~ formulation of the 
structure of the proposed legislation. While considering the 
pattern of Indian cooperative legislation, it is relevant to note 
that Margaret Hgby, in her ’Digest of Cooperative Law at 


Home and Abroad’ distinguished certain principal types of 
cooperative legislative systems in the world and the cooperative 
legislation in India* was one of them.””’ It is ala& of 
significant interest to note tte observations Bade by the 
Study Team s»nt by the Government of India to Isreal i* 

1959, that the Cooperative Societies Ordinances issued 

in Israel in 1920 and also in 1955 were modelled on the Indian 


Cooperative 3ooietiei Act of 1912 and the Bombay Cooperative 

Societies Act,1925, respectively. The 1955 Ord jnaice, the— 

* Sir Dentil Ibbeflton’ a speech vidB Annexure 

**PaIe 12 of Voiko’s International Handbook of Gooperat 

Leg! elation. 
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Stuc^ Team noted, "is baaed largely on the Bombay Cooperative 
Societies Act of 1925, In fact, several of the seotions are 
a verbatim copy of the Bombay Law."* 

5,22 The hasl« structure of the proposed legislation, 
we consider, rfrould be on the pattern of the ^tate Cooperative 
Societies Acts. Some of the provisions of the existing State 
legislations may be incorporated in toto in the Mi It i -State 
Cooperative Societies Legislation, The *ibstance of some of 
the important provisions governing multi-state societies, 
however, has to be different fron(those relating to single¬ 
state societies. Soma of the provisions contained in the State 
Acts may not be of much relevance to multi-state cooperative 
societies. Firstly, it has to be noted that the State Cooperative 
Societies Acts have some special provisions for primary 
agricultural credit societies e.g, provisions relating to 
unlimited liability of members, first charge of a cooperative 
society on the land or Interest in land of a me mater etc. 

This la natural because of the 5,5 lakh coope-rative societies 
in the country, over 1.6 lakh societies are primary agricultural 
credit societies. Ve do not envisage any multi-state cooperate 
societies for provision of agricultural credit to individual 
farmers - nor is suoh a society necessary, Secondly, multi-state 
societies are mu&kx inter-state organi sations with membership sprat 
ovor more than one state, ahd, in some cases, all over the country, 
Thus the type of cooperative societies that oome under the 
purview of the multi-state cooperative ®cieties legislation 

are different fron|thos3 under the State legislation and have 

*Hepor£ of the Study Team on the working of the Cooperative 
movement in Yugoslavia and Israel (i960) - page 66, 
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to be, as already mentioned, careftilly defined# Thirdly, the 
multi-state cooperative socle tie a are normally large institutions 
and, therefore, the provisions relating to their constitution and 
internal management have to be made keeping in view the special 
requirements,particularly of National Ifederations# Fourthly, 
the wide jurisdiction of multi-state cooperative societies 
poses practical problems of supervision over, and guidance to, 
the societies, and the machinery to be created for this purpose 
uider the law should be designed to meet the practical requirements 
of these societies# 

3# 25 Multi-state cooperative societies are of different 
typos in terms of their functions or structure. The types 
could bet societies which deal directly with their individual 
members spread over note than one 9tate$ fede-ral societies 
which are essentially in the nature of promotional organisations 
for providing guidance and leadership to the cooperative 
movement as a whole, or to defined sectors of the movement, 
and which do not undertake any production or business activity 
on their ownj federal societies which undertake production 
or trading activity for the benefit of their members. 

It is possible that some of the societies may fell into more 
than one type described above# Besides, there is another 
class of multi-state cooperative societies, that is, societies 
vhich become multi-state societies consequent on the 
reorganisation of States, for which provision has 
necessarily to be made in the legislation to facilitate their 
reconstitution, reorganisation etc#, so that their 


t 
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Jori»<Stitlon is again confined to a single reorganised State* 

5.24 The need for a Central) legislation for multi-state 
societies has aoquired an edge because of the emergence of 
various na t io n al oooperative federations in recent years. A 
view has* therefore, been expressed that the proposed 
legislation might provide only for federal societies - both at the 
all-Xfcdia level as veil as regional level - and that other types 
of societies which have predominantly individual members may 
be left to be governed, as at present, by the provisions of 
the State Cooperative Societies Acts of the States there 
th ir principal place of business is situated. Me have 
cons!dared this view, but do not subscribe to it. Firstly, 

In terms of the provisions of the Constitution, the legislative 
and sms cut ive responsibility for a multi-state society vests 
exclusively in the Central Government. When & comprehensive 
legislation is undertaken for multi-state cooperatives, it 
is appropriate to bring within the scope of that legislation 
all multi-state cooperatives instead of allowing different 
States Cooperatives Societies Acts to apply to different 
multi-state societies. Secondly, the main reason underlying 
the suggestion to apply State Cooperative Acta to some multi¬ 
state societies, we noted, is to facilitate supervision 
over those societies by the State Registrars and their organisations. 
Sven if a State Cooperative Societies Act ie made applicable 
to a multi-state cooperative society, as at present, the 
State Registrar cannot autonatically exercise powers under 
the Act over that society* he has to be authorised by the 
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Central Govemmmt to exBrcise those powers* In other words, 
the actual machinery to be utilised for supervision and control 
over these sscietias is a matter of a ctaini strati ve policy of 
the Central Governmsvt and, as far as the legislative 
aspect is concerned, provisions in the Act should be 
flexible enought to provide for delegation, by the Central 
Government, of the powers of thffe authority created under the 
Act to the officers of the State Governments also, 

3,25 In para 3,10, have suggested that the generally 
accepted principles of cooperation should find expression 
in the multi-state cooperative legislation. Besides these general 
principles, cooperative legislation is also influenced by the 
attitude of the State to cooperatives and also the eocial and 
economic background of the country. To illustrate, as 
already pointed out earlier, the principle of State partnership 
and participation in cooperatives has been accepted in our 
country and suitable provisions have been incorporated in the 
various state Cooperative Legislations to facilitate such 
State association with cooperatives. The Rajasthan Cooperative 
Societies -Apt goes a step further and lays down that tit &all 
be the duty of the Government to encotrage and promote the 
cooperative movement in the State and take such steps in that 
direction as may be necessary,* In the special context of 
economic and social background in the country, certain 
provisions, which we have referred to in paragraph 5,19 abcro, 
have been incorporated in the State Cooperative Societies Acts. 
The point for consideration before us is* Should these various 
aspects which relate to the realm of State policy on 
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cooperation, be incorporated in the proposed multi-state coopera¬ 
tive societies legislation? At the outset, we should like to 
clarify that, as we are not a committee on cooperative policy, 
we do not propose to reopen all these issues and examine J hen 
afrerfi. Nor are we required by our terms of reference to 
do so. It is also not n cessary, for, these have been 
examined in depth by various other Committees, and discussed 
at length in different forums. For our limited purpose of 
recommending the provisions to be mads in the proposed legislitloi 
we have taken these aspects into account and suggested the 
incorporation off such provisions with modifications to suit 
the requirements of multi-state cooperative societies. 

5.26 Our approach to the basic structure of the proposed 
multi-state cooperative societies legislation could be summed 
up as follows; The Act should oover all types of multi-state 
cooperative societies. The basic principles of cooperation 
should not only find expression in the Act, but the relevant 
provisions should also be flexible, to admit of free play of 
these principles. The provisions of tbs Act should be elastic 
to proviso for normal development of the multi-state societies, 
especially the National Cooperative Federations, according to 
their needs and own laws of growth, and &ould also facilitate 
various forms of healthy cooperation between them. The model 
Cooperative Societies bill prepared by the Committee on 
Cooperatlvo Law in 1957, and the various State Cooperative 
Societies lefts could set the pattern of, and offer a basic frame¬ 
work for, the proposed legislation; but the detailed provisions 
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on certain important aspects relating to the incorporation of 
societies, their internal management etc*, will have to be 
so framed as to meet the special requirements of raultl-state 
societies* As 'cooperative societies’ is a State Subject under 
the Constitution and only cooperative societies with objects 
extending beyond one State, ooae under the purview of the 
Central legislation, it is of utmost Importance that, to 
avoid eny possible blurring of responsibility between the 
Centre and the States, the types of societies that would be 
covered by the Central legislation should be clearly defined 
in the legislation itself. Further, the machinery to be 
created under the law for guiding and supervising the multi-state 
cooperative societies and also for other purposes relating to 
settlement of disputes etc*, in these cooperatives, has 
to be designed, keeping in view their wide jurisdiction of 
the multi -state societies, and also the nature of their 
ope rati cns. Finally, certain accepted principles arising from 
State policy on cooperatives, may also be Incorporated in the 
legislation with modifications suited to the requirements of 
the multi-state cooperative sooieties. The scope of the proposed 
Central legislation is discussed in detail in the succeeding 
Chapter, 
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Our first tem of refer«oe require a ut "to recommend 
jgope of the oooprehen give central legislation" for 
ja4 tl »u nl t cooperative societies* In the preoeding Chapter, 
ws outlined our approach to the framing of the central 
legislation. This Chapter la devoted to a detailed considera¬ 
tion of the soope of the proposed central legislation. 

Fbr facility of discussion of different aspects of the 
legislation, we discuss thi s subjeat under the following 
broad headtn&ss- 


Fart I 

» 

Px* 11 ninary 

Part IX 

> 

Central Registrar and Registration of 
•coleties* 

Fart III 

t 

Members and Their Rights and UaUlllltles. 

Part 17 

* 

Kanagenent of Cooperatives. 

Part 7 

i 

Privileges of Cooperative Societies 

Part 71 

t 

Properties and Fuads of Cooperative Societies. 

Part 711 

> 

Audit, Inquiry snd Inspection. 

Part THI 

» 

Settlaaent of Disputes. 

Part IX 

« 

Dissolution of Societies. 

Part X 

i 

Execution of Awards, Decrees, Orders ft 
decisions. 

Part XI 

1 

Appeals and Revision 

Part HI 

s 

Societies which beoosM aulti.state societies, 
oca sequent on reorganisation of States. 

Part XIII 

» 

Miscellaneous 

Part XX7 


• ^ 

Rules Baking powers. 

In this Qhapter, 

we refer to the proposed oooprefcsaslve 
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central legislation as the Multi-State Cooperative 
Societies Lav (MSCS Law) or merely aa "the lav". 

Part I — Preliminary 

1, The present Act ia called the Multi-unit Cooperative 
Societies Act. The reason for this is that, under the federal 
Constitution of the Government of India Act,1955, each 
province was considered as a federating ’tjLit’. The Societies 
with objects extending beyond one province, therefore, came 

to be called the multi-unit cooperative societies. As the 
federating units under the present Constitution are ’States', 
the title of the proposed legislation may be the "Multi-State 
Cooperative Societies Act.* 

2. Tbo present Multi-unit Cooperative Societies Act, 1942 
as amencted in 1956, extends to the whole of India except 

the State of Jammu St Kashmir. This Act could not be extended 
to the state of Jammu & Kashmir as the relevant entry 44 In 
the tfaion List of the Seventh Schedule to the Consltution 
to tifch the MUCS Act is relatable was not applicable to 
that State, This entry has since been made applicable in its 
entirety to the State of Jammu & Kashmir by Constitution 
(Application to Jammu & Kashmir), Sec end Amendment Order, 

1965, made by the President undfer Article 37o of the 
Constitution. The Multi -state Co operatic Societies Law 
may, therefore, extend to 'the whole of India. 

5. The Law should be made applicable to societies with 
objects extending beyond one State. As we explained in 
Chapter I, the cardinal object of a society *± is to provide 
services to, and help it3 members. A society with objects 
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extending beyond one State would*, therefore, denote a 
multi-etate cooperative society \toom member ship is spread 
-Over Bore then one State, Some of the oldest multi-state 
cooperative societies were registered under the 1912 Act 
e,g. Jackson Cooperative Bank of Western Railways. The Law 
should* therefore, be mads applicable to all societies with 
objects extending beyond one State vis., societies whose 
memberrfiip is Spread over more than one State; the^ should 
includes* 

a) Societies which were incorporated under the 
Cooperative Societies Act II of 1912 or any other 

Act relating to cooperative societies in force 
in any State* or in pursuance of the provisions 
of the Multi-unit Cooperative Societies Act* 

' VI of 1942; and 

b) to all multi-state societies to be Incorporated 
after the commencement of the Multi*£tate 
Cooperative Societies Lav. 

In other words* all the multi-state cooperative societies 
would* In future* be incorporated uader the MPCS Law and 
all multi-state cooperative societies which were already 
registered under different Acts would be deemed to be 
registered under the new Lav. 

4. The following definitions of the terns, which are to be 
u®d in the Law may be incorporated in the defintion clause s 

a) ’bye-laws 1 means the registered bye-laws for the 
time being in force, and includes registered 
amendments of such bye-lavs; 

b) ’Board’ means the governing body of a cooperative 
society* by whatever name called* to which the 
management of the affairs of the society is entrusted; 

c) ’Central Registrar’ means a person appointed to 
perform the functions of the 0antral Registrar of 
Cooperative Societies under the Law and includes any 
person on whoa the powers and authority exercisable 
by the Central Registrar, is conferred; 
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d) * Coops rative bank 1 shall v?fer to a Multi State 
cooperative society uncbrtaking banking business 
and which Aall have the sane meaning as is 
assigned to it in the Deposit Insurance Corporation 
Act,1961; 

e) ’cooperative society’ means a society registered or 
deemed to be registered under any State Cooperative 
Societies Act; 

f) ’Deposit Insurance Corporation’, means the Deposit 
Insurance Corporation established under section 3 
of the Deposit Insurance Corporation Act, 1961; 

g) ’government’ means the ’Central Government; 

h) ’member’ means a person Joining in the application 
for the registration of a cooperative soeiety and 
a person admitted to membership after such regis¬ 
tration in accordance with the Lav, the rules 

and the bye-law and includes a nominal member, and 
the Central and State Governments when they subscribe 
to the share capital of a society; 

i) ’multi-state cooperative society’ means a society 
registered or deemed to be registered under this Law; 

J) ’nominal member’ means a member who possesses only 
such privileges and rights of a member end \iio is 
subject only to such liabilities of a member as may 
be specified in the bye-laws; 

k) ’Officer’ means the president, vice-president, 
chairman, vice-chairman, managing director, secretary 
manager, member of committee, treasurer, licfuidator 
administrator and includes any other person 
empowered under the rules or the bye-lawa to give 
directions in regard to the business of a 
cooperatiTO society; 

l) ’prescribed' means prescribed by rules; 

m) ’Reserve Bank’ means the Reserve Bank of India 
constituted under the Reserve Bank of India Act, 

1934; did 

n) ’rules’ means the rules made unier the Lav, 
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Part ii - CeaicaluJaslatsag jal 

The general scheme under the State Cooperative Societies 
Acts is to provide for the appointment of the RogisfcraT by 
tlie State Government, and also for appointment of other persona 
to assist hLm, end for conferment of all or any of the peters 
of the Registrar on such person or persons. Many of the State 
Cooperative Societies Acts lay down that persons on ■whom the 
powers of the Registrar are conferred, shall function under 
the superintendence and control of the Registrar. W* envisage 
a slightly different scheme under tbs MsCS Law for the 
following reasons* Firstly, incorporation of a multi-state 
cooperative society brings it under the central legislation, 
as distinct from the state legislations. Great care has* 
therefore, to he tsfcen in deciding on the incorporation of 
societies under the MSCS Law. The discretion to determine 
incorporation of multi-state societies should vest 
exclusively in the central authority created undev the Law, 
that is, tte Central Registrar. Secondly, from the point of 
view of administration of the Law, multi-state cooperatives 
may he broadly divided into two categories - national 
federations and others. The fractions of the Registrar is 
not merely to register societies^ he is to provide supervision, 
guidance, assistance, counsel and control. In respect of 
national federations, these functions should appropriately 
he the direct responsibility of the central authority itself 
Ad should not he left to he discharged by the State 
Regl strars or others. 


Ue htva not attempted any legal definition of & national 
federation. A single definition applicable to all types 
of national federations is difficult to arrive at because as 
explained later in this Report, of the varying composition 
of membership of different national federations. Further, 
some of these federations are purely promotional 
institutions, and some others undertake business activities 
also. There are, however, certain charactaids tic which a 
cooperative should, we consider, fulfil to be eligible to 
be classified as a national federation* Firstly, the bye-laws 
of the federation should envisage state level federations 
becoming its members. Secondly, the federation, according 
to its bye-laws, should be able to draw its membership from 
any part of the oountry. Thirdly, the primary objective of 
•uoh a federation should be to foster the developnent of 
cooperative movement in the country, as in the case of the 
National Cooperative Union of India, or to coordinate and 
facilitate the activities of the particular sector of the 
cooperative movement with which it is concerned, Fbr 
practical convenience and also for giving recognition to 
such national federations in the statute itself, we 
suggest that, instead of attempting any definition of a 
national federation in the Law, they may be listed in a 
sohedule to the Act with the power to the Central Government 
to add to, or delete from, the list by a notification. 



3, V« suggest that provisions on the following lines may 
bo mado in tho Lawi- 

a) I ha Cantr&l Govommant may appoint a porson to ba 
Central Registrar for multi-state cooperative societies, 

b) Tto Central Govommant may, by Notification, 
diroct that any powor or authority exercisable 
by the Central Registrar undor the Law shall, 
in relation to such Booietiea and suoh matters 
and subject to such conditions as may be specified 

in the direction, bo also exercisable by suoh officers 
subordinate to the Central Government or the state 
Government, as may be specified In the Notification* 

o) However, the powers regarding ragistfation of 
multi-state cooperative society or the powers 
of Central Registrar in relation to a national 
federation, should be exeroisable only by the 
Central Registrar appointed under olause (a) 
above, 

4, A basic criterion which a multi-state cooperative 
society should satisfy to be eligible to ba incorporated 
under tha j£>CS Law is that the main aim of that society is 
such as to render it necassary to have its objects- via,, 
beneficiaries who are its members, spread over more than one 
State, Subject to this essential pro-requisite, the following 
types of multi-state cooperative sooieties may be made 
eligible for incorporation under the Lawj- 

a) A multi-state cooperative society whose aim 
is the economic promotion of its members In 
accordance with cooperative principles. These 
will be multi-state societies with predominantly 
individual membership e.g., thrift and credit 
societies for some class of people or multl^state 
sooieties for employees of organisations like the 
Railways, Joint stock companies etc,, which 
operate In more than one State, 

b) A multi-state soolaty established with the main 
object of f&oilitating the operations of other 
multi-state cooperative societies and/or cooperative 
societies. 
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registration of societies with ^limited* or Hxnlindted* 



liability of members. A cooperative society with unlimited 
liability means a society, the members of which are, in the 
event of its being wound up, jointly end severally liable fbr 
and in respect of all its obligation and to contribute to any 
deficits in the assets of the society. The concept of 
unlimited liability was evolved mainly for primary agricultural 
cooperatives in which individual farmers are members with 
a view to gaining the confidence of creditors etc., on the 
basis of collective security of all the members. The present 
trend is that even the primary agricultural credit societies 
are being enoouraged to organise themselves on the basis of 
limited liability. Ve do not envisage any primary agricultural 
multi—8 tat a cooperative society. Provision need net, therefore, 
be made in the Lav for organisation of multi-atcfe societies with 
limited Ihbility. *Limited liability* may oe defined to 
mean that the liability of the members of a society,for the 
debts of the society in the event of its being wound up, 
is limited by its bya-laws - (a) to the amount, if any, unpaid 
on the shares respectively hold by than; or (b) to sueh 
amount as they respectively, undertake to contribute to the 
assets of the society. 

6. the Law may provide that, for the jurpoaa of registration, 
application should be mads to the Oentral Bagla trar* The 



application should be signed - 

a) in tha casa of a multi-state society of which 
all tha members are individuals, by at least 
50 individuals; 

b) in tha case of a multi-state society of which a 
member is a cooperative society, by duly authorised 
persons on behalf of at least two such societies 
situated in more than one State; and 

c) in the casa of a multi-state society of which a 
member is a multi-state society, by an authorised 
representative of that aooiety and other persons 
joining in the application for registration* 

7* The Law may provide that a Central Registrar may 

register a multi-state society and its bye-laws, if he is 

satisfied that* 

a) the application complies with the provisions of 
the Law and the Riles; 

b) the proposed multi-state society satisfies the 
basio criterion that its main aim is such as to 
render it necessary to have its members spread 
over more than one State; 

c) the proposed bye-laws are not contrary to the 
provisions of the Law and tha Rules; and 

/ 

d) the proposed multi-state society has reasonable 
chances of success* 

8* The Central Registrar should have full discretion to 
register or to refuse the registration of a multi-state 
society» In some cases, he might consider that a proposed 
multi-state cooperative society could appropriately be 
organised as a single state society and, in such cases, he 
should advise the applicants to confine their membership to 
a single state and seek registration under the relevant State 
Cooperative Societies lot* The Law should also provide that, 
where tha Central Registrar refuses to register a multi- 
state society, he should communicate the order of refusal 
together with the reasons therefor to such of tha applicants 
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9 , To ensure that thara is no undue delay In the 
registration of cooperative societies, many Stata Cooperative 
Societies Acts stipulate a time-limit for disposal of 
applications for registration, which varies from two months 
under the IMnjab Cooperative Societies Act to six months under 
the Cooperative,Societies Acts of Maharashtra and Mysore* As 
multi-state societies have a wide jurisdiction and it would 
necessarily take time for the Central Registrar to collect 
all relevant information about a proposed multi-state society. 

A time-limit of six monthB may be stipulated for disposal of 
applications for registration. The Central Government should 
also have powers to extent this period in special circumstances. 
10* Where a multi—state society is registered under the Law, 
the Central Registrar should issue a certificate of 
registration signed by him, which shall be conclusive 
evidence that the multi—state cooperative society therein 
mentioned is duly registered under the Law. 

11 , Provision may be made that a multi-state cooperative 
society may, by an amendment of its tye-laws, Change its 
name, but such change shall not affect any right or 
obligation of the multi—state society or of any of its 
members or past members, and any legal proceedings pending 
may be continpjad by or against the society under its new 
name. Where a nulti—state cooperative society changes its 
name, the Central Registrar should enter the now name on the 
register of multi^state cooperative societies in plaoe of 
the former name and also amend the certificate of 
registration accoiuingly. 
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i2* Tvexy society should hav** <t principal place of business 
aad should keep the Central Bagistr&r informed of its address 
If s society wants to change it«s principal plftpa of business 
from ono St*te to another, it vivould b ’ pexriitted to do .so 
only after obtaining tha -pprovJL. of the Octroi, Hegintr -r. 

This is access ry because such transfers would involve chances 
in the Various arrangements made by the Antral BaglgtraX for 
audit, inspection etc., of suoh societies. 

15. We have suggested only incorporation of limited 
liabilities under the Law* The limited liability would «lso 
mean a multiple of sh^re capital. Provision, nay, therefore, 
be made for changing the extent of liability of the Timbers 
of a nulti-gtat3 soototy through an araenite«nt of its bye-lawa* 
The following procedure may be laid down for this purposes 

sj When A mlti-wstate cooperative society h»s passed 
* resolution to change the extent of its liability, 
it should give notice thereof in wilting to all 
its members -tfid ciuditor.® sad, ntf^ member of 
creditor should, during a period of one month fra# 
the dr to of oervioa of the notice upon him, have 
the option of withdrawing his shares,deposits or 
loans. m ' 

b) my rubber or creditor who' <kv?s not sxerciso his 
option within the esried specified above should 
bo deemed to h^ve »ascjted to the change. 

$ A3 cjnsndr. nt of a bye-1** of a multi-state 
>X'Cper«tive society changing the extent of its 
liability shell not be rogisbvsed or take effect 
until -itheru 

1 ) the assent thereto of a ll members aftd creditors 
h.^s be^n obtained; or 

ii) all sl-ims of members «nd creditors who 

exercise the option have been net in fUll« 
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jp»r-.n<fri .-it nf 14, iuy rfiendacajt of the byu-laws of a raulti-^tate 

t y - £lSi* 

outsp eroti va so/ji sty will bo valid only when such .jCjendnant h„r 
boon roistered und»r the Law, Tha following procedure **ay bo 
Laid down under the Laui 

a) 3very oroposal for an^ndri Mb ahculd bo for.:- rd^d 

to the Control RwgLbtr«»r jzd if ho is Satisfied 
that the proposed Tnondcoat- 

i)io not oontr*ry to the provisions of the L w 
and the rulosj 

ii)d oss not ounflidt with cooperative orinci->Ior.; 
and 

iii) will promote the economic interacts of the 
nonberH of the miiti-st*te society, 

he ngy register the amende-nt, 

b) The Central Registrar should forward to the nultl-state 
scoidty a copy of the registered sja.-ndn nt together 
with a cextificHt3 signed by hin, 

o) ’-Jhsro the Control Registrar rafUsos to register 
ah wn ndTint of the bye-law* of a nultl-st..te 
o<-operative society, ho should crrmunicata the 
order of refho-1 together with the reasons therefor, 
to the nulti-statn society in tho nanner 

procoiibcd* 

d) -A* atnndr-nt of the byn-l„ws will nomally cone 
into force on the day <”n which it is registered, 
uni 3 so otherwise indicated* 

Jp-d-jr./v tion 15, yhil© provision may be made for the voluntary amalgaroat- 
transfer g f 

SLlsSfiJi. ion or division of nulti-state cooperative societies, we do not 

li abilities »nd 

divisio^oX envisage conforment of any authority on the CoUtril Registrar 

. goftg . ti e g. for the compulsory amalgamation or division of such societies, 

Such a provision does exist in the State Cooperative Societies 
Acts, and is primarily noant to facilitate rationalisation of 
the structure of primary agricultural credit societies 
according to a plan of development, tho MSC3 Law noed not 
contain any provision on-cowering the Central Registrar to 
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direct the amalgamation or division of multi-state cooperative 
societies,* Sjise of the multi-state cooperative credit 
societies are 'cooperative banks 1 in terns of Deposit Insur^ice 
Corporation Act* The benefits of Deposit Insurance Scheme 
could, however, be availed of hy the cooperative banks only 
when pm vision is made in the Cboperative Societies Act to 
enable the Reserve Bank to have certain powers in respect of 
reconstitution, supersession or liquidation of such banks. 
Necessary provision may, therefore, be ineorporated in the 
MSCS Law. Provision may be made fb r the iollowing procedure 
£br voluntary amalgamation or division* 

a) A multi-st a te cooperative so ciety may, with the 
previous approval of the Central Registrar and 
by a resolution passed by a tvo-third majority 
of the members present and voting at a general 
meeting of the society} 

1) transfer its assets and liabilities in whole 

or in part to any other multL-^t a te cooperative/ 
cooperative society; 

ii) divide itself into two or more multi-state 
cooperative societies. 

b) Aiy two or more multi-state cooperative societies 
may, with the previous approval of the Central 
Registrar and by a resolution massed by a two-third 
majority of the members present and voting at a 
general meeting of each such society, amel'Tnate 
themselves and fio rn a new multi—state cooperative 

society. 

c) The resolution of a multi-state coooerative society 
should contain all particulars Q f the transfer, 
division or amalgamation as the case may be; 

d) However, in the cose of a cooperative bank, the 
Central Registrar will a coord approval to any 
such resolution after obtaining the previous 
sanction of the Reserve Bank. 

e) tticn a multi-state cooperative society has parsed 
any such resolution, it should .'ive notice thereof 
in writing to all its mashers and creditors,^ and any 
member or creditor should during the period of one 
month of the date of service of the notico upon him 
have the option of withdrawing his shares, deposits 

- —• T —i V* *1 - — 4- U — <■»#*.* Vl O 
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f) Jny man bar or creditor who does not exercise, his 
option within the stipulated period should be 
deemed to have assented to the proposal' contained 
in the resolution. 

g) A resolution passed by a multi-state ©operative 
S3dsty under this section shall not take effect 
until either - 

i) the assent thereto of all the members and 
creditors hag been obtainedj or 

ii) all oLaims of members and creditors who 
exercise the option referred to above 
within the period stipulated have betfi met 
in full* 

h) Where a resolution passed by a raulti-st a te 
©operative society under this section involves 
the transfer of any assets and liabilities, such 
resolution should be deemed to be a sufficient 
©nveyance to vest the assets ohd liabilities 

in the transferee without any further assurance. 

16 . When an order of moratorium has been made by the 
Central Government under gub-gedtion ( 2 ) of section 45 of 
the Banking Regulation Act, 1949, in respect of a ©operative 
bank, tile Control Registrar, wLth the previous approval of 
the Reserve Bank in writing, may during the period of 
moratorium, prqpare a schanel 

i) for the reorganisation of the ©optative bank; or 

ii) ibr the amalgamation of the ©operative bank with 
any other ©operative bank. 

17, Provision may be mode Ibr the cancellation of the 
registration of a ©ciety in the following casosi 

a) Whore the whole of the assets and liabilities 
of a multi-gt‘ate ©operative society are 
transferred to another, the re.gigtration of the 
fbnijer'may be canceled, 

b) Where t \p or more multi—state ©operative societies 
are nmol gam at od into a n ew multi- state ©operative 
society, the registration certificate of each of the 
analrpmating multL-st n te society may be cancelled. 
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c) Where a multi-state cooperative g 3 elety divides itself 
into tvo or more mul-state cooperative societies, 

itg registration shall stand cahcelled on the 
re. 5 Lstration of now ro ci eti es • 

d) Where a multi-state cooperative society has not 
commenced business within a reasonable time of its 
registration or has ceased to function or, if the 
C^itral Registrar is satisfied, after making such 
inquiry, as he thinks fit, that the society no 
longer has genuin&y as its aims one or mo re of 
the criteria laid dovfl fbr registration under the 
Law and that its registration ought, in the interest 
of general public, to be cancelled, he should have 
power to make oh order cancelling the registration 
of a multi-state cooperative society. Such fa society 
should, from the date of order of such cancellation 
cease to exist as a corporate body. 

3 £. A practical protlsn has arisen, especially in the 

t 

case of employ'-os’ credit societies. These societies have 
bo^n established fbr the employees of joint stock companies, 
ouhlie sector organisations etc. l<han these or gonisations 
sot up branches or placos of business in more then one Statg, 
the snoloyoos also are liable to be transferred to those 
places. The credit societies originally established fbrtheso 
employees are single state societies registered under the 
reLevant State Cboperative S) cleties Acts. V 8 .th the 
extension of activities of tho organisations themselves, a 
need has arisen fbr extending the jurisdiction of the 
noon (Natives also, as tho members of the cooperative now 
are jituated in more then one State* To meat this practical 
situation, it is .suggested that ; a pit vision should be matfe 
in the Law for conversion of a singLe state society into a 
multi-state society. This vill bo done by an amendment to 
tho byo-lawsof the existing singLe state society which might 
be rov:. stored by the Central Registrar after consulting the 
St c .te Registrar concerned. Once the Central Registrar registers 
tho ari^dnicjnbj the todety shall, be deemed tp be resistered 
under tho Multi-State Cboperative Sbcieties Law« 
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Purt III - Mam bars and Thalr *iahi* 

The owners of a cooperative, who era its beneficiaries are 
generally referred to as members, and hot as ’share holders' or 
'•took hold are* because "one of tha most distinctive features 
of oooparativa organisation is that it alas to create a 
'union of man, and not a union of capital', as does the ordinary 
commercial corporations.*** 

Z • In part II of this Chapter, wa indicated that there will 
be two types of multi*.state cooperative societies, (a) a society 
whoso main aim is the promotion of eoonomle interacts of 
its individual members; and (tfr a society whose main purpose is 
to facilitate the operations of other aulti-state sooleties 
and/or societies registered under tha State Cooperative 
Sooleties lots. "An important protection to insure the ooa*im«d 
existence of an organisation as a trua cooperative is to 
limit membership to those with whom and for whom the 
ooopenfcive will ooiduet Its operations* *•*• A cooperative should, 
therefore, be constituted of mambezs who could benefit from ite 
services* mother aa cep tad principle in cooperative ideology 
which has bean incorporated in many State Cooperative Societies 
iota is the principle of 'open membership'* The objective 
underlying this principle is that the membership of a society 

should be available to all members who can utilise it^dervioee* 

* 

Persons who cannot utilise the services of a cooperative society, 

should not be admitted as its members* In aultl-mtetd cooperative 

societies organised for the benefit of individual members, only 

those who are qualified to be members and who can benefit from 

**Xhe Legal Status of Agricultural Cooperation by SArln G.Hoarse 
quoted by Israel Pack el in Law of Cooperation - Page 115 

«**Lav of Cooperatives by Israel Packel - Page 180. 


the society, should be eligible for admission. Soma of 
the State Cooperative Societies Acts provide for tha admission of 
*sympathisar members*, that is, thosa who sympathisa with the 
aims and objects of tha sociaty, Such sympathiser members 
ar 3 intandod to provida leadership and guidance to primary 
cooperatives formad for weaker sections a,g,,labour cooperatives, 
artisans' cooperatives etc. We do not envisage such multi-state 
primary cooperatives and therefore do not recommend any provision 
for sympathiser mam bars in the MSGS Lew, 

- National 3. The composition of membership of existing national federations 

presents a mosaic pattern. Some of the national federations are 


constituted entirely of state laval federations j some have primary 


societies as their members; and soma federations have individuals 
also as members. Following, is a broad analysis of tha membership 
of various national level cooperative Institutions j- 


National Level Coop¬ 
erative Institutions 
whose membership 
consists only of 
State Level Coojv- 
3rativo Federations, 


1,411 Xnd4a Central 
Land Development 
Banks Coop .Union Ltd, 

2, The All India 
State Cooperative 
3anka Federation 
Ltd, 


National Level Coop¬ 
erative Institutions 
whose membership 
includes state level 
federations and Indi¬ 
vidual societies. 


1. National Federation 
of Cooperative Sugar 
Factories Ltd, 

2. National Federation 
of Industrial Coopers^ 
tives Ltd. 


National Layel Coop¬ 
erative Institutions 
whose membership 
consists of indl~ 
vidual societies 
alone without 
state federations . 

1. The All India 
Federation of 
Cooperative Spinn¬ 
ing Mills Ltd. 

2. The All India 
Coffee Workers 
Coop*Societies 
Federation Ltd* 


National Level Coo 
erative Institutio 
with mixed members 
consisting of apex 
societies other 
societies and indi 
j&flal_ 

1. National Coop¬ 
erative Union of 
India. 


2.The All India 
HandLoom Ihbrios 
Marketing Coopera¬ 
tive Societies Ltd, 


3 , National Consumers 3. The All India Indus- , 
Cooperative Fed era* trial Cooperative Banks 

tion, • Federation Ltd, 

* 4 , National Agricultural National Federal 
Cooperative Marketing tion of Dairy Goop- 

Federation, eratives of India. 

5, National Cooperative 
Housing Federation Ltd. 


•Vidarbha Cooperative Marketing Society is also & member of NAJSD, 
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It may be observed from the above table that, by and large, 
most of the national level cooperative organisations do not 
have individuals on their rolls. Only two societies viz,, the 
National Cooperative Union of India and the All India Handloom 
Fabrics Cooperative Marketing Society have individuals as members. 

In terms of byelaw No, 4 of the NCJH, the membership of the 
Union is open inter-al ia, to a) ex-Presidents of the Union who have 
served their full term of office provided they consent to become 
members, and b) individuals with knowledge and distinction in the 
field of cooperation provided they consent to become members of 
the Obion subject to their number being not more than 13 at a time. 
In so far as All India Handloom Fabrics Marketing Cooperative 
Society is. concerned, there are a large number of individuals as 
members of the society. There are no individual members in other 
national level cooperative federations, 

4. The Mirdha Committee on Cooperation (1965) recommended 

that individuals should not normally be allowed to become members in 

national level federations, tfe agree with this view. However, 

as explained in the preceding paragraph, the present constitution 

of the NCUI provides for restricted individual membership. This 

position need not be altered unless the Union itself desires 

to eliminate individual membership. Barring such an exception, 

individuals should not, as a general rule, be admitted as membra 

of any national federation. 

Primary Societies 5. Another point that has arisen for consideration, relates 
in National 

federations . to admission of primary or central level cooperative societies as 

members of a national federation when central or state level 
federations are already member# of the national federation. One 


Individuals in 

national federa ¬ 
tion. ^ 
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view, as expressed by the Mirdha Committee on Cooperation (1%5),I 
is that societies should follow a clear structural pattern i.e., 
a primary society should consist of individuals! a central 
society should consist of primaries and an apex society should 
consist of central societies and a national society should 
consist of apex societies. This view emphasises the structural 
purity of cooperatives. The rationale underlying this view is the 
if a lower level organisation, along with its higher level body, 
is represented on an equal footing in a national federation, it wo 
tend to undermine the federal discipline and is also likely to ren 
the higher level organisation ineffective. There is, however, 
a practical angle to the organisational structure, particularly 
of national level business federations. It may become necessary ft 
a national level business federation to deal directly with 
primary or central societies*- This may be dictated by business 
considerations or comnelled by the inadequacies of the functioning 
of state level federations. It has, therefore, been urged that prin 
or central level societies should also be allowed to be directly 
represented on the national level federations. Such a procedure 
would also broad-base representation on a national federation 
which, it has been emphasised, is necessary for a business 
organisation. Any attempt to prescribe a rigid structural pattern, 
it has been pointed to us, is likely to inhibit the free growth of 
the movement according to its needs, V'hi’e we appreciate the need 
for a flexible approach, it needs also to be recognised that, in a 
planned development of the movement, it would certainly be an advan¬ 
tage to consciously promote the emergence of c clear structural 
pattern and foster appropriate delations between cooperatives that 
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are vertically integrated from the primary to the national level, 

6 , We had suggested earlier that one of the basic criteria for a 
cooperative to be recognised as a national federation is that 
it should envisage state level federations becoming its members. 

We have considered as to how a primary or a central level 
cooperative could be represented on the general body of a national 
federation when a state level society is its member. In the 
case of purely promotional federations which do not undertake 
any business functions, this problem should not arise and 
there would be no need to provide membership in the national 
level federation to primary or central level organisations when a 
State level society is already a member. In the case of national 
level business federations, tv;o alternatives are open. First is 
givijig representa tion to various state level federations 
on the national federation on the basis of their own membership 
and also their business transactions with the national federations* 
The byelaws of a national federation could be so devised as to 
give more than one seat to a state federation on its general body 
so that it becomes mere hroad-besed. If it is necessary, it 
could also be laid down that a delegate from the state level 
society should be representative of central or primary societies 
with a certain minimum turnover, membership etc. This procedure 
has the advantage of broad-basing representation on the national 
federation within the federal structure; a few central and primary 
societies will be represented on the general body of the national 
federation through their state level organisation, but will not be 
directly members of the nationel federation. We would, as a general 
policy, suggest adoption of this procedure, however, we do not 
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rule out the need, in certain circumstances, for primary 
or central level societies becominq members directly of a 
national level organisation for various considerations of 
business etc.; but they should net. be treated equal 

footing with a state level federation. Such primary/central 
level societies could be grouped into a separate elected 
college for the purpose of electing one or two representatives 
to the Board of directors of the national federation. 

7. Another interesting suggestion that has been made to us 
is that, in the case of national federation, all cooperatives 
that are eligible to become members of that federation should 
be compelled to become its members. Voluntarism is a basic 
feature of cooperation and we do not see any compelling reason 
in the case of multi-state societies to depart from this 
acknowledged principles, 

8 . Besides the national federations whose objects extend 
to the entire country, there are other federations which 
operate over a few states only, end which are established 
for.specific business or industrial purposes. A unique 
example is that of Indian Farmers Fertilisers Cooperative 
Ltd, Though the bye-laws of this cooperative provide that 
the area of operations of the society shall extend to the 
whole of the Indian Union, in practice, its membership 

is restricted to cooperatives in about 10 States only. This 
cooperative is establishing, with foreign collaboration, 
two fertiliser manufacturing plants at a total cost of 
about Rs, 85 crores. This is a novel venture in the 
tooperative sector in the country and points to the lines 
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<m which the cooperative movement may develop in future. It 
might be necessary, in future, for cooperatives to enter into 
Joint ventures with joint stock companies also, 

9, The composition of Hfoembership of the IFPfX) presents 
an interesting pattern,,Its membership is open to national 
federations, state level federations, district level 
federations, primary societiesm the Government of India and the 
National Cooperative Development Corporation, This pattern 
of menfcership for the IFFCO is dictated by the practical 
retirements of the cooperative, which has to collect a 
Stare capital of about J?s. 9 crores from its members, and 
•also develgp a wide.net work of an efficient marketing, 
tystem for the sale of its fertilisers. 

Admission of lp. A* we indicated.earlier,.state partnership in cooperatives 

t has 
State 

cooperatives e,g v NCCF and IFFGO, In the. casp of, the NAFED, 
the National Cooperative Development Corporation, set np undejt 
an Aot, pf, Parliament wi,th. the object of planning, and promoting 
programmes of coppef.ative marketing, processing, storage etc., 
ha* contributed to its share; pa pita 1,.. We envisage that the 
State (Governments si$p might cpn.tribM.te tp, the share capital 
of wulti-state cooperative.societies. A number of ppblic sector 
organisations, have been. set. up in, recent years e,g., the Food 
Corporation, pf, India, the J.ute Corporation, of. India, etc. 

The cooperatives and these public sector organisations have, 
n common social objective. The accent now is ( on expanding 
the area of business relations between the.public sector and 


nmentpubl__ 

orq lfisat^ has been accented, ip principle,end the CentralGovernmen 
participated in the. share capital of some .of the jnpljti? 


-Tons etc as 
members. 
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the cooperative organisations* Some of the national and 
other cooperative federations may have to admit public sector orga¬ 
nisations also as their members. Some of the State Cooperative 
Societies Acts provide for admission of such Corporations. For 
example, Section 19 of the anrihra Pradesh Cooperative Societies net 
provides that "any statutory body constituted for the purpose of 
development of particular industry may become a member of a 
cooperative marketing or processing society of growers or workers 
engaged in such industry." 

11* The above analysis leads us to the conclusion that the structure 
pattern for multi-state cooperatives should be allowed to evolve 
oat of the practical requirements of the movement and no 
strait-jacket of a uniform pattern should be prescribed in law for 
these cooperatives, particularly, the national federations. Of the 
Danish cooperative movement, it. is said that "the Danish agricultural 
cooperative movement c3ni:ot be described as the realisation of an 
idea. It was not built up to a cut-and-dried programme shaped by 
clever intellects but grew out of the well-considered actions of 
simple and practical men," The various considerations mentioned 
above cannot obviously be incorporated in the Law itself. In fact 
the persons to be eligible for membership of a multi-state 
cooperative should be determined by the byelaws of the cooperative 
itself. 

12. In view of the considerations mentioned above, the provisions 
in the Law should be such as to admit of flexibility of pattern 
of membership of various types of multi-state cooperative societies. 
The principle of open membership should be incorporated in the Law. 
Attother^general feature of cooperative 
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restriction on individuals -holding more than a prescribed portion 
of the share capital of a society* Other relative provisions that 
need to be made in the Law are: restriction on transfer of 
share# or interest; transfer of interest on death of a member 
and liability of a past member. 

18 # Provision may be made in the Law for the following: 

(i) Fe rscfej? who m ay b e me mber s o f a mul ti-st at e cooperative 

s ociety: 

(a^ An individual competent to oontract under section 

li of the Indian Contract Act, 10^2* 

(b) Any other multi-state Cooperative society or any 

cooperative society* 

(c) Central" and State Governments* 

(d) Such class or classes of persons or association of 
persons as may he permitted by the Central Registrar* 
having regard to the nature and activities >f tho 
multi-state cooperative society, 

<ii) Inti m ation of r efusa l of ro er?bershia>; 

If a person is refused admission as a member in a 
multi-state cooperative society, the decision refusing 
admission shall be communicated by the society to 
that person within seven days of the dote of the 
decision. 5^1 

(1ii )Hominal membe rs : 

(a) A nominal member shall not be entitled to any share 

in any form whatsoever in the assets or profit 
of the society. 

(b) A nominal member shall have such privileges and 

rights of a member and be subject to such 
liabilities of a member as may be specified 
in the byelaws cf the society. 

(iv) Member s not to exerci se right ti ll due pa y ment is made: 

c 

No member of/multi-state' cooperative society shall 
exercise the rights of a member unless he has made such 
payments to tho society in respect of membership 
or has acquired suc;l interest in the society as may 
be specified in the bye-laws. 
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(v) Restriction on holding of shares: 

(a) No individual should hold more than such 

portion- of the tstal share capital of the 
society, as way La prescribed, cr 

(b) have or claim any interest in the chares of 
the society exceeding 10*000 Rupees, 

(vi) R estriction on tran sf er of shares or i nter est: 

The transfer of the chare or interest of a member 

in the capital of a multi-state cooperative society 

shall be subject to such conditions as to 

maximum holding as are. specified in the law, 

(vii ^Transfer of inter e st on death of mem be r ^ 

(a) On the death of a member, a multi-state 
cooperative society may transfer the chare 
or interest of tbs deceased member to the 
person nominated in accordance with the 
rules mads m this behalf, or if there is no 
person so nominated, to s«oh person as may 
appear to the boot’d to fee the heir or legal 
representative of the deceased member, or pay 
to such nomiase, heir or legal representative, 
as the case may be, a sum representing the 
value of such raentner's share or interest 

as ascertained in accordance with the rules 
or bye-laws, 

(b) Ncr such transfer or payment should be made 

by the society except with the consent of 
such nominee, heir or legal representative, 

• 

(c) A Multi-state cooperative society shall, unless 

within six months of tie death of member pre¬ 
vented by aa order of a competent court, 
pay to such nominee, heir or legal representa¬ 
tive, al) other moneys due to the deceased 
member from the society, • 

(d) All transfers and payments made by a multi- 

stete cooperative society in accordance with 
the previsions of this Law should be race 
valid end effectual against say demand 
made upon the see iety by any other person^-- 

(viii)L iability o f past membe r, / 

(a) The liability of a past member or of the 

estate of a deceased member of/muIti-state 
cooperative society for the debts of 
the—yociet-y a c J 
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tl> in the case -of a past member, on the date on 

Which he ceased to be a member; and 

(2) in the case of a deceased member, on the date of * 
his death, shall continue f^r a per’ed of two 
years from such date, 

(b) rfhere a multi-state cooperative society is ordered 

to be wound up, the liability of a pat member or of 
the estate of a deceased memosr w«o cerfoa to be a 
member or died within -wo yeers invaedlately p:ic J ding the 
date of the order of. winning 'up, she 1.1 centiaue vs til- 
the entire liquidation proceed ngs arc corrals tel, Jut 
such liability shall extend c»l v to '.he debts of the 
society as they existed on tir> date ■'? his teas in j 
to be a member or deach. 

Valuation of 14, A practical problem that has been posed to us is the 
shares of retir¬ 
ing members, basis on which share capital of a person when he ceases to be a mem! 

should be retired. This is a procedural matter which may be 
provided for in the rules to be framed under the law and also 
incorporated in the byelaws. The procedure for such retirement 
should, however, folLow certain principles: Firstly, the coopera¬ 
tive ideology eschews the concept of 'errtreprenurial profit* 
that is, speculative gains, A cooperative is an association 
of persons and not a union of capital. The value of a share held 
by a member should not, at any time, be valued at. more than the 
amount he has paid towards the share. Secondly, a member of 
a cooperative, which is a voluntary association is free to 
resign subject to the financial and other obligations owing to 
the cooperative. The freedom to withdraw membership should 
not be used to defeat the rights of creditors. The value of 
8hare of a person who ceases to be a member snould he arrived at 
by valuation based on the financial position of the society as 
shown in the audited balance-sheet; but such value as may be 
determined, should not-exceed the amount actually received by the 
society in respect of such share. Provision—may .also be made in the 
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hUsh. 


tales that in the case of a dispute on such valuation, the 
matter should be referred to the Central Registrar whose decision 
should be final. 

15, A cooperative society is a democratic organisation. It 
is, therefore, the general rule, based on the principle 
enunciated by the Rochdale Pioneers that a member of. a coopera¬ 
tive should have only one vote at its meetings, irrespective 
of the number of shares be holds. This general principle 
has been incorporated in all the state Cooperative Societies 
Acts. This principle has been examined by the Commission on 
Cooperative Principles set up by the International Cooperative 
Alliance. The Commission observed: "Cooperative societies are 
democratic organisations. Their affairs should be administered 
by persons elected or appointed in a manner agreed by the members 
and accountable to them. Members of primary societies should 
enjoy equal rights of voting (one member, one vote) and 
participation in decisions affecting their societies. In'other 
than primary societies, the administration should be conducted 
on a democratic basis in a suitable form." 

16. The byelaws of the National Federation of Cooperative Sugar 
Factories, incorporates the revised principle suggested by 
the Commission on Cooperative Principles, dach state cooperative 
sugar factories federation, which is a member of the National Federa¬ 
tion of Cooperative Sugar Factories, is represented on the general 
body of the national federation at the rate of one representative 
for two individual sugar factories affiliated to it. Similarly, 
each state federation is represented on the Board of Directors of 
the national federation, the number of representatives depending 



-74- 


Mpos the number of sugar factories affiliated to the state 
federation subject, however, to a maximum of four representatives 
for any state federation. Government permission for necessary 
relaxation of the Act, which prescribes ore vote for one member, 
was obtained for incorporating the above provision in the bi'elaws 
of the National Federation of Cooperative Sugar Factories. We would 
suggest an enabling clause in the M3C3 Lav; itself for giving more 
than one vote in a multi-unit ..society, whose membership consists 
of cooperative societies. The basis could be either the 
membership of the federating unit or the extent of business done 
by the federating unit with the federal organisations or both. 

17, ^provisions relating to the following aspects nay, therefore, 
be loade in the Law: 

Xi) Voting of members: 

Every member of a multi-state cooperative sooiety 

shall kave one vote ip. the affairs of the society. However, 

(a) in the case of an equality of votes, the 
Chairman shall have a second cr casting vote; 

(b) a nominal member shall not have the right 
of vote; 

(c) where the Central Government or a State Government 

is a member of a multi-state cooperative society, 
each person nominated by the Central or State 
Governments in accordance with the provisions of 
the Law, on the board of directors, shall have 
one vote ; and 

(d) a multi-state society, the members of which are 
societies, may provide in its byelaws for an 
equitable system of voting which will give 
representation in relation to the number of 
persons who are members of each such member- 
society and to the patronage of the multi-state 
cooperative society by its members. 

Manner of 18, As a general rule, no member of a cooperative is a Hewed 
exercising vote. 
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to vote proxy. This is cased on the consideration that the 
democratic control of a cooperative envisages making of decisions 
by a majority of members after a full discussion, which requires 
the actual presence of members in the meeting. In the case of 
federal societies, the federating units are to be represented 
by their delegates. Provision may be made accordingly in the Law, 



■ fart IV p ^ffanagemant of cooperatives, 

A cooperative is established to raider certain services 
to Its members. Provision of efficient services to the rcer.' orT 
by a cooperative will largely depend upon the control and 
direction of its operations. Matters pertaining to the 
regulation of internal affairs of a cooperative are, therefore, 
of amp!*! importance for its successful functioning. The 
related issues which are important to the consideration of tho 
internal management of cooperatives are* democratic control over 
the overall operations by members; relations between the elected 
management and the professional management; State association 
with cooperatives consistent with their autonomy and freedom 
from external control; and a temporary alternative to the 
machinery of elected management whan, in special circumstances, 
it breaks down. The management of a cooperative is regulated 
by the statute under which it is inoofpb rated and its bye-laws. 
The detailed provisions for regulating the internal management 
of a cooperative are governed by the bye-lavs which, for certain 
purposes, have the force of a contract between the cooperative 
and its members in respect of their rights and liabilities as 
members. Greater flexibility in internal operations could be 
ensured through appropriate bye-laws rather than the statute. 
Such flexibility is necessary, particularly in the case of 
multi-state societies, as maJfey of them are big institutions 
having to depend on paid professional management. The law 
should confine itself to the broad aspects of internal 
management. 
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Itepresontative 



2. 4 a observed by Brandais J., the aim of cooperatives 1 b 

/ 

"economic democracy on lines of liberty, ecjiality and frateroi' 

A simple test of cooperative democracy is: Do the members rule? 

The supreme authority in a cooperative should, therefore, vest 
in the general body constituted of all the members. The equitable 
voting system suggested earlier and the rejection of voting by 
proxy in a cooperative are all designed to promote the operation 
of democratic principles in a cooperative* 'Since it is the 
members who bring a cooperative into existence, and whose constent 
adhesion and support keep as alise, those who administer its 
affairs and, in particular conduct its day to day business; must 
be chosen directly or indirectly by the members and enjoy their 
confidence. It follows further that the administrators and 
managers are accountable to the members for their stewardship, 
report regularly in a business like manner on their activities 
and submit the results to the members* judgement. If the members 
are not satisfied, they have tha authority and the power to 
criticise, to object, and, in extreme cases, to dismiss, and 
replace their officers and officials. w »* 

5. The size and the vast extent of multi-state societies 
make it inconvonfiint to require all members to assemble in one 
place and render it necessary to adopt a system of delegation 
in which the individual members will not directly elect 
the board of directors j they will only ele ct the representa¬ 
tives who will elect the board members. Thers will not bs 
any general meeting of all the members of the societyj instead* 

* t&iotoU by Israel Puck el in Law of Cooperatives - Page 137, 
**5teport of the IGA Commission on Cooperative Principles* 

page 17* 



they nay be odnvaned to a number of local meetings to elect th-> 

representatives to the general body of the society. The apondr 

for these local meetings should, of course, cover the whole f5.-1-I 

of the society*p affairs. The representative general body cor.: ' ?' 

ing of representatives elected by various local meetings should 

be invested with the powers of the general body and exercise its 

{Unctions. Some of the multi-state cooperates societies have 

already adopted this system of representative general body. 

4. Jfi we indicated earlier. State association with cooperatives 

is an accepted principle in the Indian cooperative movement. 

This principle has also been incorporated in various State 

Cooperative Societies Acts. The relevant provision made 

in the various «tate Acts, is summarised in Annaxure I*. It is 

significant, in this context, to note the observations made by 

the ICA Comcdseion on Cooperative Principles* * 

"It can scarcely be contested that without the support 
of generous amount of government finance, the development 
of cooperative in tha newly-liberated countries will be 
painfully slow and uncertain. But if governments 
provide cr guarantee large loans or take out large , 

holdings of share capital, they will insist on clicking 
tha use which is mad3 of public money and on satisfying 
themselves that proper technical advice is being taken 
and due financial prudence exercised. Government may 
therefore nsk that its representatives shall sit on 
boards of management for a time, not with power of veto, 
but to make sure that the aid provided is being uti lis ed 
in the way in which it was originally intended. The 
important consideration is that the government 
representative shall not continue to sit a day longer 
that is necessary. Tha more successful a Bociet-y is, the 
more likely are the members to conceivo the am bition 
of acquiring independence of government supervision 
and work to achieve it," 


•Page EO of th3 Report of the ICA Commission on Cooperative 
Principles. 
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Stat* participation in the management of cooperatives calls for 
lt« oarafttl and judicious blending with the autonomy of 
cooperatives as voluntary and democratic organisations. 

S. The Indian Cooperative Congress which articulates the 
considered views of the cooperstiva movement decided in March, 

1955 ttet Government nomination should not be sore than ona-thlr^ 
of the members of tbs Board of Directors or three, whichever is 
less* The Report of the Committda on Cooperative Law (1957) 
observed that, apart from contributing to the share capital of 
cooperatives, (jovernaent nay also p^ 0 ^ 9 substantial financial 
assistance in the ten of guarantee for debentures issued or loans 
obtained, and auggeated that Government nomination should extend 
to suoh cases also* The HiatalCbjnmlttee on Cooperation (1965) 
expressed the view that domination by Government to the 
CosuBitt 9 e of Management of the society should be kept to tho 
minima and in any case the nomination should not exoeed one- 
third of the committee members or three, whichever is lees* Only 
government servants should be nominated and not any non-official." 
The Working Group on Cooperation (1968) appointed by the 
Administrative Reforms Commission, supported the vidws of the 
Mirdha Committee. This question was also recently considered by* 
the Conference of the State Ministers of Cooperation, held in 
October, 1970* The Conference recommended* 

"Nomination by tha State Governments should generally 
be avoided; where this Is necessary or expedient, 
such power should be exerelsad with caution and in 
acoordanca with pro-determined criteria. Generally 
experts in different fields and officers with the 
requisite background and experience should alo n e 
be nominated as Government Directors." 
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6, As a policy, it would ba j*om approprlata if only experts 
are nominAt^d hi/ Govtrrnmaot on the board of directors of 
ooopartitiv es so that they oould provide necessary guidance and 

i 

counsel to tha cooperative • Whether the government would at all 
nominate, and whathar thay would nominato only experts, is a 
matter of State policy* But provision should, however, ba mada 
in the MSGS Law for state participation in tha management of tha 
societies* 

7* MUlti-state cooperative societies are the responsibility 
of the General Government. Besides Central Government assisting 
these societies, we envisage that the State Governments might also 
assist such cooperatives in certain special oircumatanoes, 
s»g*, & joint venture of cooperatives of two or more States etc* 
Provision may, therefore, be made in the Law for nomination by 
Central Government up to a third of tha membership .©f . &>nrd 

of Directors of a cooperative or three* whichever is lass. 

Provision may also be made that when* State Governments have 
assisted multi-state societies, thay may nominate not more than two 
persons on tha board of directors. Fbr this purpose, the 
rtjpres entatlvee of State Government a may form a separate constituency* 
8, There are some national cooperative federations where 
there is no atata partnership in their capital, Sven so, tha 
hye-laws of thase federations provide for the Central 
Governments representation on their management e*g. the National 
Federation of Cooperative Sugar Factoriee and National 
Agricultural Cooperative Marketing Federation. This 
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growing voluntary collaboration between tha 
Government abd tha cooparativa sactor, which ie inforraad by 
special purpose. In thaso cases, tha cooperatives themselves 
hava sought to hava the nominaes of various Departments of the 

i 

Central Govarnment on their boards so that this vould^ielp them 
in gatting policy support of various Dapartmants of tho Central 
Government connoctad with thoir activities. Such voluntary 
collaboration should ba left to be determined by the bye-lews 



of individual cooperatives, 

9, Some of tha State Cooparativa Societies Acts provide for 
nomination by Government of the Chairman of a cooperative in 
certain circumstanoes. In our view, this oven-8tratches the 
principle of State association with cooperatives and could lead 
to direct interference by tha Government in the administration of 
tha cooperatives, Wa do not ,thoare*oary, rooornm*nd_euoh a 
provision in tha t£CS Law. 

10, Soma of tha Stata Cooparativa Societies Acts empower 
tha Government nominee to vato tha majority decision of the 


Board of Directors of a oooparativa. In a democratic administra¬ 
tion, power of veto to an individual to ovar-rule a majority 
decision is an aohronistio. 



11, As wa mantionad in para 5.19, tho Union Dapartmant of 
Oooparation adviaad tha Stata Governments to take legislative 


measures to rasarva some seats for vaakar sections on. the Board . 


of managaoant of oooperativae• This suggestion was in 


the oontext of ensuring that tha banefita flowing from a 


oooparativa ara not wholly intercepted by a few interested 
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people, and that the -management of such cooperatives, instead c 
becoming a coterie of vested interests, becomes broader-based 
and gives representation to those classes who need the services 
of the society most. The need for such provision may arise in 
the case of primary societies, particularly agricultural 
cooperative credit societies, whose membership reflects the 
entire social and economic milieu of the rural community. 

This type of a provision in the Law. itself, ye consider, is not 
necessary for multi-state cooperative societies. In the case 
of faderations consisting of societies, this question will not 
arise. In respect of multi-state societies which are constitutt 


of individuals, particularly employees’ credit societies, 


of 

Board 

o£ 

Directors 


members may belong to different income groups. In such cases, 
bye-laws may provide for representation to various groups. 

12. Supersession of the board of directors of a cooperative 
society is a drastic action which is to be taken in exceptional 
circumstances, when there is a deadlock in the internal affairs 
"of a society or when there is gross mismanagement of its affairs 
The State Cooperative Societies Acts generally provide for 
supersession of the board of directors of a cooperative. The 
Committee on Cooperative Law (1957) observe^: 


"We consider that it is necessary to invest the 
Registrar with powers to supersede the Committee of 
any society under certain circumstances and that 
this power need not be confined only in respect of 
societies in which Government has major financial 
interest. 


13 Incidentally, it is observed that some of the 
Cooperative Societies Acts in Ganada also provide for 
supersession of the management of a ^cooperative, 



machinery-ill 

blI action. 
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Referringto the Saskatchewan GbopeTatlve is© elation g Act, 
Frauds observes* •’Rather drastic action can be taken if in 
the opinion of the Registrar, the equity of the members of a 
©operative appear to require protection* Ai admin istrato r o f 
the affairs of the ©operatives, may with the approval of the 
Lieutenant Governor in Cbundl be appointed« B The Act 
provides* * 

‘•The idainistrator shall ©nduct the business of the 
association until the registrar is satisfied to 
ha^e the mrfiagar.sPt of its affairs' remaned by its 
officers or until the association is dissolved and 
a liquidator is appointed to wind up its? affairs. * 

14* Provision may, therefbre, be made in the MSCS Law fbr 

supersession of mahag© 1 ent of a multi—state ©operative 

society ty the Central Registrar in certain drcumstances, and 

for appointmtfit of an administrate r or acknlnistrators. Vfe 

bdieve that in the case of multi-state ©operative societies, 

the CffitraL Registrar will be required to in\oke this pro vision 

only rardy end that there will not be need to ke^p the 

mahaganent of a ©dety under supersession fbr long periods. 

The maximum period fbr which an administrator ©uld b 9 

appointed ly the Central Registrar fbr a multi-state so dety, 

may not exceed twe years. 

15. One of the re ©mm end at ions made ly the Cbnferenceof 
Chief Ministers and St a te Ministers of Cboper a tion held in 
19 68 is that ah independent election machinery may be set up 
fbr ©nducting elections in ©operatives regularly. In the 
case of multi-state ©operatives, rsgrlar elections in 
* Canadian Cb operative Law by W.3. Francis - pp# 1 IB-149. 
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national defections ©nsiSting mainly of state level federations, 
should not pres sit any difficulty. The problan may, however, 
arise in the case of multi-state societies with a large number 
of individual manbeTs qjread o ver many States. Provision may, 
therefore, be made in the Law that elections in certain 
categsries of multi-state societies, as may be mentioned in the 
rales, may be held under the direction and superintendence of 
such retuming officers as may be appointed ty the Central Qjvt. 

fifcg tacto 16, It is needless to enphasise that a Chairman of a 

aialmsflu-Qi; 

(poparatlves. cooperative should be elected ty the menbers end should be 

responsible to then. It has been pointed out to ua that in the 
case of some employees’ ©operative societies, the tye-laws of 
so deties provide fbr sailor officers in the enployees* 
organisations to be ex-officio Chairmen of the Cooperative and 
it has been urged that this system should be allowed to continue. 
It is difficult to justify this procedure on the basis of any 
accepted ©operative principles; but, as a vindication of this 
procedure, it has been pointed out to us that this system has 
worked well and the presence of senior officers has helped to 
infUse confidence of the members and depositors in the 
society, and has rendered the administration of the society 
• smooth. We have earlier suggested that no pro vision should 
be made in the MSCS Law empowering the Cbveitiment to nominate 
the Chairman of a ©operative. We do, however, appreciate 
that any sudden alteration of the preset procedure mi^it 
voileitly disrupt the functioningof these ©deties. While 
thelavmaynot spedfically prohibit such procedure, the 
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n resait policy of ex-o ffldo Chaim an of saployees’ societies, 
may b8 reviewed. 

17, The tern fbr vfcich a director may be elected is normally 
mentioned in the law. Generally this tern is fixed in Slate 
(hopdfative &>dLeties acts at not exceeding three years. 

The MSCS Law may al® provide fb r a term not exceeding three 
years. In order to ensure continuity of direction, the hye-laws 
of some of the ©operatives provide that the tern'of directors 
will be staggered, that is, one-third of the directors will 
retire each year. This would mean that, in the first hoard, 
one-third of the directors will retire after completing one year, 
another one-third, after completing tyo years, and the remainder 
fbr three years, and thereafter directors will be elected fbr 
a three year term. 

In pursuance of the recommendations of the (inference of 
Chief Ministers and State Ministers of Gboperation held in 1963, 
the tMlon Ministry of Cboperation had suggested to the State 
Govaxnmmts to take legislative measures to restrict a person 
from hoi ding o ffl ce fbr more thtfo two terms in the same 
institution and al® from hoi din g o ffice sircultgnrousLy in more 
than two institutions. The progress of action tak® by the 
State (bvemments on these suggestions is indicated in 
innexure XI. Ve have carefully examined as to how &r these 
aspects should be incorporated in the MSCS Law. We vould 
suggest that the MSCS Law may incorporate a provision 
restraining persons from holding office of Chairman, 
Vicfr-Chedman and such other desi^p.ted offices 



simultaneously in no re than one national federation fbr the 
reason that an office of responsibility in a national organise^ 
tion would claim much. of the attention and time of the person 
elected to it, and it vould be difficult fbr any one to do 
justice to more than one arch office. Bit a relaxation from 
this rule has to be mads In tha- -ease-o f the National (boperative 

s - 

Union of India ii»ich, aer al"ready explateed*'hae a-untqueplaoe- 
in the Indian cooperative movanent* As all the national 
federations are menbeTs of the NCJJI, they will be elected to 
office of responsibility in the Uhion, This position will have 
to be reoospised in the Law itself. As regards the number of 
terms fl>r which a person may hold office, we consider that no 
restriction should be imposed, (boperative leadership at the 
national level cannot be made to order. It takes time to build 
up enlivened leadership at the national level. The 
interest of the movement in different sectors may lie in 
retaining the leaders vho have behind than long axpeileice in 
the field. JJt any rate, no restriction should be placed by law 
on the number of terms a person may hold office in a national 
federationj the elections to such offices should be left to the 
free play o f demo cratic pro cess. As regards other multi-gt a te 
cooperative societies, the question of persons holding office 
in a number of institutions will hardly arise as different 
multi-state societies are ibr different classes of pergjns 
e.g., railway men, P & T enployaes gtc* As & r restriction 
on tam of board manberg in these societies, we do not see 
any special reas>n to depart from the procedure we have 
suggested fbr national federations. 
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39. A crucial aspect which often tends to be lgiored In the 
cooperative moev®ent, is manag®®t, Gbopeiativos are 
essentially business organisations; the fulfilment of their 
objectives is dependent on the efficiency of their menaganent. 
There are certain characteristics which are distinct to 
cooperatives, and which render it necessary to evolve a 
managsnent pattern to suit them, firstly, the manbers of the 
board of directors of a cooperative hold their position as 
representatives of the man bars and not because of their personal 
final dal investment, as in the private sector. Secondly, 
cooperatives are identified dth dano cr&tio pro cesses, and 
are infbimed ty social purpose. Thirdly, the operations of a 
cooperative are an 'open book*. 'It is not eaqy to operate 
a business in a gaLd-flgh to^A where all your patrons - ti» are 
theotfiars of the busfhess - have a risht to know everything 
that g) es on - and haice all the community and all your 
competitors knowi too.** 

20. Hie central economic prod® of cooperatives is "to 
find the means and methods whereby businesses which are big 
enough to have maodmum efficiency can, at the same time, be 
demo cratlcally otfied ty many people, dano cratically controlled 
by many people The cooperatives thus constitute the 

’little-man's’ choice in a world of biases. There is, however, 
a vital difference between ,d<3nocracy - one man, one vote - 
in overall control and attempted democracy in manag®ent and 
operations .one which is fatal to any business, Tha failure 
•American CbopeTatives by Jerry ^borhis - Page 178. 
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to recognise this distinction underlies many of the problems of 
cooperative management. A judicious blending of the responsi-- 
bilities and powers of elected management with those of 
professional paid management constitutes the core of successful 
coo-p-eeptive management, 

21. Management Involves a large element of human relations. 
Smooth relations which could ensure sound and efficient manage¬ 
ment-cannot be guaranteed by any legislation. Even so, a working 
demaraation of the responsibiliti-es -and powers between the 
elected management on the one hand and the paid management-on 
the other, is necessary and would make for smooth and sound 
management of cooperatives. The board of directors may have the 
following powers and responsibilities: 

(i) assume ultimate responsibility for all the operations 
of the society; 

(ii) interpret the organisational objective and set up 
specific goals to be achieved towards hhis 
objective; 

(iii) make required changes in the long term objectives 
and plans; 

(iv) approve the subsidiary policies, regulations and 
programmes; 

(v) make periodic and systematic appraisal of 
operations; and 

(vi) appoint a chief executive, define his responsibilities 
and invest him with adequate powers to discharge 
those responsibilities efficiently. 

The powers of the chief executive should be to: 

(a) assume responsibility for the detailed planning, 
organisation, coordination, control, direction 
and carrying out of all programmes and activities 
of the cooperative in conformity with the newers 
delegated to him by the Board; 
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(b) furnish the board with information needed for long 
range planning; 

(c) recommend specific goals to the board; 

(d) assist the board in making policies, regulations 
and programmes; 

(e) select and hire personnel to operate the business 
and delegate the responsibilities and authorities 
as the business requires; (Key personnel directly 
reporting to the chief executive are normally 
appointed by the hoard itself.) sjid 

(f) furnish the Board periodically with information 
necessary for appraising the operations of the 
organisations. 

The responsibility of the elected and paid management should 
be spelt out in detail in the bye-laws of society and not in the 
law itself. 

22. On the basis of the various considerations mentioned 
.in the preceding paragraphs, and keeping i‘h view certain 
general provisions made in the various State Cooperative 
Societies Acts, we would suggest that the following features 
may be reflected in the MSCS Law: 

(i) Final authority in a multi-state cooperative society 

(a) The final authority in a multi-state cooperative 
society shall vest in the general body of members. 

(b) However, the bye-laws of a multi-state 
cooperative society may provide for the 
constitution cf a small^body consisting of 
delegates of members of the society elected 
or selected in accordance with the bye-laws 
and the smaller body thus constituted may 
exercise such powers of the general body as 
may be prescribed or as may be specified in 
the bye-lavs of the society. 
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(ii) Annual general meeting 

(a) Every multi-state cooperative society should, 
within a period of nine months next after the 
close of the year call a general meeting of its 
members for the purpose of: 

(1) approval of the programme of activities of 
the society prepared by the board for the 
ensuing year; 

(2) election, if any, of the members of the 
board other than nominated members; 

(3) consideration of the audit report and the 
Annual report; 

(4) disposal of the net profit; and 

(5) consideration of any other matter which may 
be brought forward in accordance with the 
bye-laws. 

(b) The Central Registrar should have the power to 
extend the period for holding such meeting by 
about three months. 

(c) Howerver, if, in the opinion of the Central 

Registrar, no such extension is necessary, or 
such meeting is not called by the society within 
the extended period, if any, granted by him, the 
Central Registrar or any person authorised by 
him nay call such meet.mag in the manner 
prescribed, and that meeting should be deemed 
to be a general meeting duly called by the 
society and the Central Registrar may order that 
the expenditure incurred in calling such a 
meeting should be paid out of mhe funds of the 
society or by the person or persons who, in his 
opinion were responsible for the refusal or 
failure to convene the general meeting. 

(d) At every annual general meeting of a multi¬ 
state cooperative society, the board should 
lay before the society a statement showing 
the details of the leans, if any, given to any 
of the members of the beard during the 
proceding year. 
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(iii) Special general neeti-ng 

(a) The board of a multi-state cooperative society 
may, at any time, call a special general.meeting 
of the society and should call such meeting 
within one month after the receipt of a requisi¬ 
tion in writing from the Centra].. Registrar or 
from such number of members or a proportion.of 
the total number of members, as may be provided 
in the bye-laws. 

(b) If a special general meeting of a multi-state 
cooperative society is not called in accordance 
with the requisition referred to above, the 
Central Registrar or any person authorised by 
him in this behalf should have the power to call 
such meeting and such a meeting should be deemed 
to be a meeting called by the board, and the 
Central Registrar may order that expenditure 
incurred in colling such a meeting should be 
paid out of the funds of the society or.by any 
Sboh'person or persons who, in the opinion of the 
Central Registrar, we-re responsible for the 
refusal or failure to convene the special 
general meeting. 

(iv) Nominees of the Government on the Board of a multi- 

state cooper ati ve s ociety, 

(a) If the Central Government - 

U) has subscribed to the share capital of a 
multi-state cooperative society, or 

(2) has guaranteed the repayment of principal 
and payment of interest on debentures issued 
by a multi—state cooperative society, or 

(3) has guaranteed the repayment of principal 
and payment of interest on loans and advances 
to a multi-state cooperative society., the 
Central Government or any person authorised 
by it in thi s behalf should have the right 

to nominate on the'board a certain number 
of members not exceeding three or one- 
third of the total number of members of 
the board, whichever is less. 



■ 92 . 


(b) Where a State Government has or State Governments 
have - 

{1) subscribed to the share capital of a multi- 
state cooperative society, op 

(2) guaranteed the repayment of principal and 
payment of interest on debentures issued by 
a multi-state cooperative society, or 

(3) guaranteed the repayment of principal and 
payment of interest on loans and advances 
to a multi-state cooperative society, 

that State Government or all such State Governments 
together should have the right to nominate not more 
than two members of the board of the society. 

(v) Supersession of Board 

(a) If in the opinion of the Central Registrar, the 

board of any multi-state cooperative society 
persistently makes default or is negligent in 
the performance of the duties imposed on it by 
this Law or the rules or the bye-laws, or commits 
any act which is prejudicial to the interest of 
the society, or its members or if he is of 
opinion that there is a stalemate in the constitu¬ 
tion or functioning of the board, the Central 
Registrar may, after giving the board an 
opportunity to state its objections, if any, 
remove it; and 

(1) order fresh election of the board, or 

(2) appoint one or more administrators who need 

not be members of the society to manage the 
affairs of the society for a period not 
exceeding one year specified in the order; 
this period may, at ube discretion of the 
Central Registrar, be extended from time to . 
time for an aggregate period not exceeding 
two years. 

(b) The Central Registrar may fix any remuneration 
for the administrator and such remuneration 
shall be paid out of the funds of the society. 

(c) The administrator shall, subject to the control 
of the Central Registrar and to such 
instructions as he may from time to time give, 
have power to exercise all or any of the functions 
of the board or of any officer of the society 

and take all such action as may be required 
in the interest of the society. 



93 


(4) The Administrator shall a rr ang e ftn -the currstitu- 
-tion of a new board in accordance with the 
bye-laws of the society, before the expiry of 
his tern. 

(c) The Central Registrar shall in the case of a 
Cooperative bank, if so required by the Reserve 
Bank in the public interest or for preventing 
the affairs of the cooperative bank being 
conducted in a manner detrimental to the 
interests of the depositors or for securing 
the proper management of a cooperative bank, 
pass an order for the supersession of the board 
of that cooperative bank and appointment of an 
administrator therefor for a period not exceeding 
five years in the aggregate, which the Reserve 
Bank may specify from time to time. 

(Vi) Elec ti orf 

The superintendence, direction and control of the 
preparation of the electoral rolls for, and the 
conduct of, elections of the members of the board of 
such societies or class of societies as the Central 
Government may, bff general or special order notify, 
nay be vested in such returning officers as nay be 
appointed by the Central Registrar in this behalf.. 

(vii) Term 

(a) The^frterm of the office of the elected members of 
the board should not exceed three years. 

(b) However, the elected members may be allowed to 
continue to hold office till their, successors are 
elected under the provisions of the Lav or the 
rules or bye-laws. 

(viii) Restriction on number of societies in w h ich a person 

may be desIgnatad office r. 

No person should hold office of Chairman, Vice- 
Chairman or such ether designated office, as may be 
prescribed, in more then one national federation 
other than the National Cooperative Union of India. 

(ix) Acts of multi- stat e coo p erati ve so cieties not to 

be inveTT-Iatca by 'per tain de fects."""' 

No act of a multi-state cooperative society or of any 
committee or of any office should be deemed to be 
invaiiod by reason only of the existence of any 
defect in procedure or in the constitution of the- 
society.or of the committee or in the appointment 
or election of any officer or on the ground that 
such officer was disqualified for the appointment. 
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Part V Privileges of muItinstate cooperative societies 
To facijj.frsite.-the operations and promote the growth or 
j*A operatives, some rights are conferred on and concessions 
extended to them. The nature of such privileges was defined 
as early as in 1904 when the first cooperative legislation va; 
undertaken in the country; "Having thus provided for the 
constitution of pur societies and regulated their operations, 
we proceed to confer upon them certain privileges. We exempt 
the shares or other interests of members in the capital of a 
society from' attachment for their private debts, thus 
encouraging thrift, and giving stability to the operations of 
the society. We relieve societies from the necessity for 
letters of administration or a succession certificate. We 
give them a lien upon certain forms of property when created 
or acquired by means of a loan from them, until the loan is 
repaid, and we make an entry in the books of a society 
nrina-facie evidence in a suit to recover money due to it; 
we hake powers for the Governor General in Council to 
exempt societies and their operations from income-tax,stattp- 
duties, and registration fees, and it is ‘our intention to ac 
upon those powers at any rate in the first instance." These 
various facilities to cooperatives are provided for in the 
State Cooperative Societies Acts, aid such provisions may^be 
incorporated in the MSGS Law. 

2. Many State Cooperative Societies Acts provide for creatj 
of a charge on land belonging to a member in favour of the 
cooperative. Such a provision is intended to facilitate sh 
and medium term credit to agriculturists for production 
purposes. As we do not envisage any multi-state cooperativ 
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society for extending credit to individual agriculturists, su 

a provision for a first charge on land in labour of a 

cooperative is not necessary in the MSCS Law. 

■teductioq 3. Employees' thrift and credit societies constitute the 
from 

salar y largest number of multi-state cooperative societies. The 

operations of these societies will be greatly facilitated if 
the employer deducts from the salary of an employee every mont 
the instalments due from him towards a society* s loan and pays 
it direct to the society. Many State Cooperative Societies Aq 
contain such a provision. 

Multi-stat^ * In relevant chapters in State Cooperative Societies 

focfftf!s y§ ^ c * 3 dealing with privileges of cooperative societies, the 
to oe ' 

fcofly ' prdvision to recognise cooperatives as corporate bodies is als 
corporate _ 

made. This provision invests a cooperative with a 'legal 
personality’ as distinct from persons constituting it. The 
effect of incorporation is to protect individual members from 
suits by creditors. No legal proceedings can lie against a 
member of a society individually in respect of an obligation 
of a society. The society is to be sued and in case of 
default, it is th§ society and not the individual member which 
goes into liquidation. The principles relating to body 
corporate are the same both as regards companies under the 
Companies Act and in cooperative societies under the 
Cooperative Societies Act.” * 

Taxation 5. Greater confusion has existed in the public mind with 


eratives regard to the taxation of cooperatives than with regard to 


Tj^ 


almost any other subject. The cry of equality on the part 


of the opponents to a Cooperative has been met with just as 
virulent a cry by cooperators.” ** While dealing with 


aw and Principles of Cooperation by H.Calvert,mtti Edition 
**Law of Cooperatives by Israel Packel-page 280. P* 1 ® 
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the taxation of cooperatives, a crucial aspect that is often 
ignore<T"is tte distinction between 'tax exemption' and 'tax 
applicability*• Tax exemption is a matter of public oolicy 
justified by certain social and economic objectives. In this 
context, it would be relevant to refer to the observations 
of Brandeis J., regarding American Cooperatives. 

"But Americans seeking escape from corporate domination 
have open to them under the Constitution another form 
of social and economic control - one more in keeping with 
our traditions and aspirations. They may prefer the 
way of cooperation which leads directly to freedom and 
equality of opportunity which the fourteenth Amendment 
aims to secure. That way is clearly open. Per the 
fundamental difference between the capitalistic, enterprise 
and the cooperative - between economic absolutism and 
industrial democracy - is one which has been commonly 
accepted by legislatures and the courts as justifying 
discrimination in both rogulat ion ■’rid taxation"» 

6 * Regarding federal income tax in America^? it has been 

observed: * 

"Six times following the adoption of the 16th (Income Tax) 
amendment, the Congress of the United States in tax 
legislation has enacted provisions dealing soecif ically 
with farmer cooperatives. In each instance, the distinct 
character of the cooperative form of doing business has 
been recognised. The congress also has clearly marifestec 
a desire to foster these mutual self-help institutions 
for farmers." 

\ 

In India, various tax exemptions and concessions have 
been extended to cooperatives e.g., income tax, stamp duty, 
registeration fees, professional tax etc. Extracts from 
the Income Tax Act dealing with cooperatives are given 
in Annexure XII. 


# Legal Phases of Farmer Cooperative by L.S. Hulbert Page - 195» 
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7* The Royal Commission on Cooperatives in CanaicLa( 1944) 
recommended that, with the exception of newly formed 
cooperatives and certain special types, the income of all 
cooperatives should be subject to tax. From the taxable income 
should be deductable subject to certain conditions and limi-Jj' 
tations such amounts as patronage bonuses, patronage dividends, 
refunds of excess handling charges, discounts, rebates and 
other similar amounts which are paid or credited to their 
customers, in proportion to the quantity, quality or value of 
goods, acquired-, marketed or sold or services rendered." * 

As regards applicability of income tax laws to cooperatives, 
there is a strong and very rational view *hat the concept of 
entrepreneurial profit in the recognised economic sense, is not 
appropriate to cooperatives which are run for the benefit of it: 
members who do business with it, and not for the purpose of 
making profits for the entrepreneurs. It has been pointed out 
that "in as much as the cooperatives operate for its members 
with the understanding that its excess receipts will be 
returned on the basis of the amount of dealings with the 
members, a more accurate d-escript-ion. of such a return is tha 
expression used in France "trop percu" (over charge). 

This prospective concept is closely approximated by the 
retrospective expression ’patronage refund'. The basic 

right to the refund is implifcity at the time the transaction 

is initiated. It has been aptly said the patronage 

divident devise has been woven into the warp and woof of the 

cooperative system." ** Incidentally, there is also a 

* Quoted in Canadian Cooperative Law by W.B. Francis - P.188 
** Law of Cooperatives by Israel Packel - pages 248-249• 
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tax—coll-ector J ~s point of view as expressed by Hore-Belisha, 
Finance Secretary to the Treasury in England in 1933* Accordin 
to <|him there should be some limit to mutuality because othcrv/i 
the whole country might be covered by cooperative and th^ 

Government would receive no income tax.' In England alsr. we 
understand that, for the purposes of assessing cooperatives 
for income tax* ’Patronage dividends’ axe authorised to be 
deducted as expenses. In Sweden also, it is reported that in 
both consumer and producer cooperatives, patronage dividends er 
free of tax as far as the societies are concerned. But these 
patronage dividends are taxable at the level of individuals 
receiving them. 

8« It is not our intention in this Report to examine the 
various aspects of taxation of cooperatives. In fact, the tax 
concessions to cooperatives have to be provided for in the 
relevant tax laws e.g<, Income Tax Act, Registration Act, Stam 
Act etc. But an enabling provision is also made in the 
Cooperative Societies Act empowering the Government to remit 

taxes under various tax laws. Such provisions in the v 

\ 

Cooperative Societies Act reflect Government's policy towards 
cooperatives. 

Other forms9* The recent cooperative enactments in States, following tl 
of State 

aid fro recommendation of the Report of the Cooperative Law Committee 
C9.&P.3E- 

atives (1957) define the type of assistance that Government could 
extend to cooperatives. 
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Provisions 
to be incor ¬ 
porated in 
the MSCSL 


10* On the model of the provisions made in the various 
State Cooperative Societies Acts, we suggest that the MSCS 
may contain provisions governing the following aspects. 


(i) Multi-state cooperative societies to be bodies 
corporate . • 


The registration of a multi-state cooperative 
society should render it a body corporate by the 
name under which it is registered having perpetual 
succession and a common seal, and with power to hold 
property, enter into contract, institute and defend 
suits and other legal proceedings and to do all thin 
neceasany for the purposes for which it is constitut 


(li) Charge and set off in respect of share or contributi 

or interest of members . 

A multi-state cooperative society should have a char 
upon the share or contribution or interest in the 
capital and on the deposits of a member or pfist memb 
or deceased member and also on any dividend, bonus 
or profits payable to a member or past member or the 
estate of a deceased member in respect of any debt 
due from such member or past member or the estate of 
such deceased member to the society, and may set-off 
any sum credited or payable to a member or past 
member or the estate of deceased member in or toward 
payment of any such debt. 

(iii) Share or contribution or interest not liable to 
attachment . 

The share or contribution or interest of a member 01 
past member or deceased member in the capital of a 
multi-state cooperative society should not be 
liable to attachment, or sale under any decree or 
order of any court in respect of any debt or 
liability incurred by such member, and a receiver 
under the Provincial Insolvency Act.1920 should 
not be entitled to or have any claim on such share 
or contribution or interest. 

(iv) Reglster of members 

Any register or list of members or shares kept by a 
multi-state cooperative society should be deemed to 
be prima facie evidence of any of the following 
particulars entered therein: 
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(1) the date on which any person entered in such 
register or list became a member; 

(2) the date on which any such person ceased to be 
a member. 

(v) Admissibility of copy of entry as evidence 

(a) A copy of any entry in a book of a multi-state 
cooperative society regularly kept In the course 
of its business should, if certified in such , 
manner as nay be prescribed, be received in any 
suit or legal proceedings as Prima facie evidence 
of the existence of such entry. 

(b) Except M in special circumstances, an officer 
of a multi-state cooperative society and an 
officer” in whose office the books of a multi¬ 
state cooperative society are deposited after 
liquidation should not be required, in any legal 
proceedings to which the society or the liqui¬ 
dator is not a party, to produce any of the 
society* s books or documents or to appear as a 
witness to prove the ratters, transactions and 
accounts therein recorded, if copies of certified 
entries as mentioned above could be produced. 

(vi) Exemption, from compulsory registration of instruments 

(a) Clauses (b) and (c) of sub-section (1) of 

Section 17 of the Indian Registration Act, 1908 

Should not apply to: 

(1) any instrument relating to shares in a 
multi-state cooperative society; or 

(2) any debenture issued by any such society; or 

(3) an endorsement upon or transfer of any 
debenture issued by any such society. 


(vii) Exemptio n from certain taxes, fees and duties 

(a) The Central Government may remit the income- 
tax payable in respect of the profits of any 
class of multi-state cooperative societies 
or the dividends or other payments received 
by members of any class of such societies on 
account of profits. 

(b) The Central Government may remit in respect 
of any class of multi—state cooperative 
societies - 
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(1) the stamp duty chargeable in respect of any 
instrument executed by or in favour of a 
cooperative society or by an officer or 
member thereof and relating to the business 
of such society or any class of such 
instruments or in respect of any award or 
order made under this Law; and 

(2) any fee payable under any law relating to 
the registration of documents or court-fee. 

(c) Multi-state cooperatives may also be exempted 

from payment of land revenue, agricultural income 
tax, taxes on sale or purchase of goods and 
taxes on professions. 

(viii) Deduction from salary to .meet multi-state co operative 
society 1 s claim in cer tai n cases . 

(a) A member of a multi-state cooperative society 
may execute an agreement in favour of the society 
providing that his employer should be competent 
to deduct from the salary or w°ges payable to 
him by the employer, such amount as may be 
specified in the agreement and to pay the amount 
so deducted to the society in satisfaction of 
any debt or other demand owing by the member 

to the society. 

(b) On the execution of such agreement, the employer 
should, if so required by the multi-state 
cooperative society by a requisition in writing 
and so long as the society does not intimate 
that the whole of such debt or demand has been 
paid, make the deduction in accordance with the 
agreement and pay the amount so deducted to the 
society, as if it were a part of the salary 

or wages payable on the day as required under 
the payment of Wages Act, 1936. Such payment 
will constitute valid discharge of the ennloyer 
from his liability to pay the amount deducted. 

(c) If after the receipt of a requisition made by 
a multi-state society, the employer fails to 
deduct the amount specified in the requisition 
$ron the salary or wages payable to the 
member concerned or makes default in remitting 
the amount deducted to the society, the society 
should be entitled to recover any such amount 
from the employer as arrears of land revenue. 
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-<lx> Other forms of state , * !*--' 

j^QAAeaUiro J*.9JZ 

The Central Government nay - 

(*> subeerllxj to the share capital of a multi- 
state cooperative society; 

(b) give loans or make advances to multi-state 
cooperative societies; 

(c) guarantee the repayment of principal and payment 
of interest on debentures issued by a multi¬ 
state cooperative society; 

(d) guarantee the repayment of share capital of a 
multi-state cooperative society and dividends 
thereon at such rates as nay be specified 

by the Central Government; 

(e) guarantee the repayment of principal and payment 
of interest on loans and advances to a multi- 
state cooperative sooiety; and 

(f) give financial assistance in any other form, 
including subsidies, to -any.wiiltl-state 
COOperativo 

*-*■**■*•#•***** 
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Part VI - Properties and funds of Cooperative So c ieties 

General In this section, we deal with the general financial 

finar.ci al 

feature s features of cooperatives, which need to be reflected in the 

legislation. These relate to: restriction on dividends; 
concept of indivisibility of reserves; contribution to education 
fund; investment of funis; borrowings; restriction or. loans; 
and provident fund of employees. 

2. Normally, the State Cooperative Societies acts use the 

the term 'profit', as we h.^ve explained in Part V of this 
Chapter, the concept of 'profit' is not very appropriate to 
cooperatives, for, cooperatives are not in the real economic 
sense profit seeking organisations; the rationale underlying 
a cooperative is service to its constituents, that is, members. 
What a society retains is 'surplus' arising from its business 
with its members; a surplus over the actual cost of providing 
services to the members. In fact, cooperative Iovjs in some 
foreign countries refer to 'surplus' and not 'profits' of 
cooperatives. Fbr example, section 43 of the New rbundland act 
requires that "every society which does or can derivea 
surplus from its transactions shall maintain a reserve fund," 
however, as all the State Cooperative Societies Acts as also 
the Indian Income Tax Act use the expression 'profit', the 
P-1SCS Law also may, to obviate possible r^Hhigcity, 
use the expression 'profit'. 
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jest ri ctfon 3. One of the important features of a cooperative is that 

on dlvitfend 

the shore capital of members should receive only a strictly limited 
rate of interest, if any. This principle is incorporated in the 
various State Cooperative Societies nets and rtules, The rata of 
dividend under various State Cooperative Bociities Acts and 
•iules varies from 6/ to 9%. dhile the principle that dividend 
on shore capital of members should not exceed a particular limit 
may be incorporated in the Lew, the limit may be left to be 
'determined by the rules. 

deserve funds 4. A normal statutory requirement is that a cooperative 

should set anart a c®rtgin percentage of its net surplus as a 
reserve before any dividend is paid. There are two scnools of 
thouoht on members' claim to the reserve fund of.the* r 
cooperatives, for example, the general principle in the Danish 
cooperative movement is to distribute the surplus to members in 
proportion to which they have utilised the sendees of the 
society. The reserves also belong to the members. Per this 
purpose, a capital account is opened for ouch member to which 
is credited his share in the total capital of the society 
including the reserves. Due to distribution of the.bulk of the 
surpluses as patronage dividends to nemb.rs and also periodical 
retirement of members' share in their capital accounts, capital 
accumulation in cooperatives in that country is not co<nensurate 
with their operations. In Denmark, the taxation of cooperatives 
is also based on the societies* capital. This basis for 
taxation also does not encourage capital formation. But 
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Bevolying 
Rind 


this is n recognition of the fundamental principle that 
cooperatives are not profit earning institutions, md that they 
function for and on oenalf of their members. 

5, The principle of divisibility of the funds of a 

cooperative among the members is also linked to the revolving- 
fund plan of financing cooperatives, adopted in many countries, 
including America, particularly in respect of agricultural 
cooperatives. The expression 'revolving-fund* is used because 
it refers to a fund whic.i is paid beck by the cooperative as the 
fund is replenished. Explaining the revolving fund system in 
American cooperatives, Hulbert observes: 

"broadly speaking, this plan is one under which, after 
sufficient capital has been accumulated to justify 
doing so, money supplied by current patrcs.s or others 
for capital purposes is used to retire the oldest 
outstanding investments of patrons or others in its 
revolving fund. 

In marketing associations, under this plan, money for 
capital purposes is obtained principally, from 
retains or deductions on a percentage or a unit basis, 
or fr>.»n the sale of certificates of various kinds. 

In farm .supply associations, the major part of the 
capital is usually obtained from savings. Such 
associations, r'r .te d of paying out patronage refunds 
in cash, pay them by oft-set against the obligation 
of each patron to invest in the capital of the 
association. The resulting investment is evidenced 
by stock, some form of certificate of interest or a 
book credit. 

The lerivation of the name 'revolving-fund plan* 
becomes more apparent when an association reaches 
the stage when the oldest investment of the patrons 
of the previous years may be retired. It is only 
when fan association reaches this stage that its 
revolving fund begins to revolve," ■* 

. 6. •* rationale for the revolving fun ’, system in 

agricultural cooperatives in many countries, also seems to 

J *J-egal Phases of Fa:.*-jo~ cooperatives by u.S. tiulbert 

Pages 223-224 
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flow from the fact that the ownership of agricultural holdings 

which provides the basis for a person to be a member of an 

agricultural cooperative, changes normally once in 15 years or 

so. Once a person moves out of farm business, he has to 

realise all his assets therein including assets in the 

cooperative accumulated from his fam business. 

Principle of 7. There is another school of thought which emphasises 

indivisibility 

of reserves the indivisibility of the reserves of a cooperative. ,» major 
in coopera¬ 
tives inadequacy of revolving fund system is that, as all the 

surplus is apportioned, there is no specific provision to meet 
future losses, unless the members are also required to contribute 
to such losses, further, as a legal entity ,;nd os an economic 
institution, a cooperative should build up its own funds to be 
able to renJer better service to its members, finally, an 
indivisible'and growing reserve in a cooperative lends 
stability to it, promotes corporate capital accumulation, and 
commands the confidence of creditors for expanding its 
activities. In Indian cooperative system, the principle of 
indivisibility of reserves hns been rightly adopted, A 
suggestion has been mode to us that the possibility of intro¬ 
ducing a revolving fund system in multi-state cooperatives 
might be considered. '.Je have carefully examined this. Fbr 
the reasons mentioned above, v;o consider that the principle 
of indivisible reserve is eminently suited to our cooperatives. 
Secondly, the revolving fund plan is more suited to coopera¬ 
tives, particularly agricultural cooperatives, which leal 



directly with the individual members. Ibis system will not have 
much relevance to federations constituted of institutional 
members, Anally, wa do not envisage any primary agricultural 
societies to be incorporated as multi-state cooperative 
societies, tie do not, therefore, recommend the plan of 
revolving-fund in multi-state cooperative societies. 

8. The concept of indivisibility of reserves should be 
made applicable to multi-state cooperatives also. This concept 
has also gained legal recognition in the cooperative statutes 

in many countries, R»r example, in france, indivisible reserves 
are a condition for tax exemptions of a Cooperative. The 
character of cooperative reserves lias been well expressed by 
Prof. Charles uide, the well known french Economist. He 
compares indivisible cooperative reserves with public debts 
which, he points out, are funds used by the present generation 
but paid by the future generations. Indivisible cooperative 
reserves, on the contrary, are funds that are contriuuted by 
the present generation, but will be used by the future genera¬ 
tions, Tills means that they are not a profit but rather a 
donetion, a sacrifice of present cooperative members in favour 
of future generations. Therefore, the only thing that one 
should do with them from the tax point of view is to treat 
team as a donation.* 

9. Earlier, the view was that members of a cooperative, 

when elected to the office of chairman, director, etc. of a 

society, should provide honorary service, an interesting 

* article on 'Taxation of Cooperatives' by George iJavidovic, 
reprinted in the HCUI's Cooperative haw Journal, Jan., 1967, 






feature of the Danish cooporativa movement is that no member 
who is elected can refuse to serve his first tarn on the board 
of management of a cooperative. The principle of honorary 
service suits small cooperatives organised for rural communities, 
•"uut, in larger cooperatives like national federations and other 
multi-state cooperative societies, this principle needs to be 
relaxed, Some of the it ate Cooperative Societies r»cts already 
provide that s member may be paid remuneration on such scale 
os may be laid down in the bye-laws for any services rendered 
by him to the society. In national federations and other multi¬ 
state societies, a per diem fee is paid to directors for 
attending meetings nnd there is also provision for reimbursement 
of their travelling expenses, 

10. •» suggestion has bean mf.de to us that provision should 

be made to pay remuneration to the elected management of 
c -operatives, /e have carefully examined this in relation 
to the national federations and also other multi-state coopera¬ 
tive societies, honorary service in cooperative should be 
welcomed and encouraged. In principle, however, "there seems 
to be no reason why directors should not be compensated for 
their services. The cooperative should not be looked upon as 
a charity to which the directors are making a cormnunity 
contribution by performing services. The cooperative as 
an economic enterprise should mnke fair payment for any 
and all services which it receives," * The travelling 
expenses and per diem fee pnid by cooperative to the 
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Law of Coop rativos by Israel Packsl -• Page 176. 
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a cooperative 


Cooperative 
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direnters are intended to meet the expenses incurred by members 
while performing services for the cooperatives. The point for 
consideration is whether oeyonl these, some remuneration also 
should be paid to them. National federations and other multi¬ 
state cooperative societies make a fairly large demand on the 
time r.nd attention of the chairman and other elected officers, 
and it is appropriate that they should be compensated for this 
suitably. It is net, however, cur intention that there should 
be whole-time chairmen or directors of these c;operatives. 
National federations and other multi-state cooperatives with 
large business turn-over have to conduct their business through 
competent, paid, full-time professional Management, >/e envisage 
that the chairmen an l other officers w uld devote only part of 
tueir time to the cooperatives. Provision may, therefore, be 
made for paying remuneration to them subject to such restric¬ 
tions ?.s may be prescribed in the rules or provided in the 
bye-laws, 

11. .$ indicated earlier, we envisage c operatives entering 
into joint ventures with private or public sector organisations. 
The (-5CS Lew should, therefore, provide inter alia for 
investment by cooperatives in such ventures, 

12. One of the fundamental principles of cooperation 
is that Cooperative Societies should make provision for the 
education of their members, officers and. employees anl of 
the general public in the principles and techniques of 
coop :ration, both economic and democratic. One of the 
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orimary responsibilities assumed by the NcUl is for coop^-rrtivo 
txaioLnff-«*deducation in the country. It tiay be provided 
in the Law that a part of the net project of a cooperative as 
prescribed in the rules, should be contributed t^ the idoaetior 
flind to be maintained by the NCUI. Besides, institutions 
having large turn-over, may also set apart amounts from their 
profits for undertaking training sehemes suited to their 
regui recents. 

Provisions to J3. In the light of the observations made above, we sugges 

be incor porate 

^T~in t he Law that provisions on the following lines may be incorporated 
in the SCSCS Law. 

(i) flinds not to be divi ded 

(a) Ito part of the fun Is other than tne net 

profit of the cooperative society, should be 
paid by way of bonus or dividend or otherwise 
distributed among its members. 

(b) However, a member or a person elected to the 
B->ard of Jirectors may be paid from the 
general funds, remuneration on such scale as 
may oe laid down in the bye-laws for any 
services rnndcred by him to tne multi-state 
cooperative society. 

(ii) jJis posnl of net surplus 

(a) n multi-state cooperative society should, 
out of its net profits in any y^ar, - 

(1) transfer not loss th n 25% of such 
profit to the reserve fund; and 

(2) credit such portion of the profit to 
the cooperative Education Rind 
maintained by the National Cooperative 
Union of India or to its education Rind, 
as nay be prescribed. 
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(b) The balance of the net profit may be utilised 
for all or any of the following purposes: 

(1) payment of dividend to members on their 
paid-up share capital at a rate not 
exceeding the prescribed limit; 

(2) payment of bonus to members on the amount 
of volume of business done by thero with 
the society, to the extent and in the 
manner specified in the bye-laws; 

(3) constitution of, or contribution to, 
such special funds as may be specified 
in the byelaws; 

(4) donations or amounts not exceeding 5^ 

of the net profit for any purpose connected 
with the development of cooperative 
movement or charitable purposes ns defined 
in section 20 of Charitable Endowment 
<»ct, 1890; and 

(5) payment of bonus to employees of the 
society, to the extent and in the manner 
prescriued in the byelaws. . 

(c) The funds of a multi-state cooperative society 

should not be utilised for any political purpose, 

(iii) Investment cf funds: 

(a) « multi-state cooperative society may invest 

or deposit its funds - 

(1) in the i J cst office Savings aank; or 

(2) in any of the securities specified in 
section T) of the Indian Trusts net, l882;or 

(3) in the shares or securities of any multi- 
state or other cooperative society; or 

(4) in the shares, securities or assets of any 
other institution with*the previous approval 
of the Central Registrar; 

(5) with any bank carrying on the business 
of Dancing approved for this purpose 
by tho Central liegistr r; or 

(6) in r.ny other mode permitted by the rules. 
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Uv) destridtion on loans 

a multi-state cooperative society other than a 
cooperative uanft should not len 1 to any person 
other than a member except with the general or 
special sanction of the Central rfegistror, 

(v) Restrictions on borrowings 

A multi-state cooperative society should receive 
deposits and loan only to such extent and under such 
conditions os may be prescribed or as may be 
specified in the ayelaws, 

(vi) Provident fluid 


(a) u multi-state cooperative society may establish 
a Contributory Provident Fluid for the benefit 
of its employees to which should be credited all 
contributions made by the employees of the 
society in accordance with the byelaws of the 
Society, 

<b) Contributory Provident fluid established by a 
multi-state c-operative - 

(1) should not be used in the business of the 
society; 

(2) should not form part of the assets of the 
society; and 

(3) should not be liable to attachment or be 
subject to any other process of any court or 
authority. 


Part VII - Audit, Inquiry, Inspection and Surcharge 


Compulsory audit and inspection of and inquiry into, 
cooperatives by the Kegistrar are designed to give the : ,.r ? <. ** 
of cooperatives as also the public confidence in the coopeigt v/ej, 
to protect the interests of members and creditors and to 
ensure that the various privileges conferred by the Govemi t.-t 
on the cooperatives are well utilised. In the context of 
increasing state assistance and patronage extended to cooperative 
these statutory powers help to " maintain the public imaje ox 
oooperatiion and to assure the state end the general public that 
the movement is proceeding on right lines." 

2, Cooperative audit is not mere fault finding. It involves 
both ' financial audit’ as well as ‘methods audit’. Financial 
audit is meant to ascertain the financial results of the 
operations of a cooperative, while ’methods audit’ supplements 
financial audit and is directed to examining the procedures of 
the administrative arrangement* in a society, the observance of 
the principles of cooperation in business operations, delegation 
of financial powers to, and exercise of these powers by, the 
management etc. Cooperative audit thus involves not only an 
examination of the accounts of cooperatives, but also an 
assessment of its cooperative complexion. 

3. Various Committees hove examined the question of 
responsibility for the audit of cooperative societies. The 
Maclagan Committee ( 1915), the Cooperative Planning Committee 
( 1946) , the Committee on Cooperative Law ( 1957 ) and the 
Committee on Cooperative Administration ( 1963) have also 
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suggested that the audit of cooperative societies should the 
statutory responsibility of the Begistrar. The Committee on 
Cooperative Administration, however, recommended a separate 
audit wing headed by a chief audit officer under the overall 
control 6f the Registrar. The suggestion for retention of audit 
with the Registrar arises from the consideration that " on the 
basis of audit carried out by persons who are not only professional 
competent but also have the requisite orientation, he can keep 
himself in close touch with the movement.* This question was 
again examined by the Mirdha Committee on Cooperation ( 1965) 
which suggested that, to promote impartial and objective audit of ? 
the accounts of cooperative institutions and to enable the 
Government as well as the cooperative movement to have a better 
assessment through the findings of audit of the trends of 
development of cooperation, the audit of cooperative institutions 
should be entrusted to an agency independent of the Registrar of 
Cooperative Societies, which couldbe placed directly under the 
control of the State Finance Department or the Development 
Commissioner. That Committee also expressed the view that, 
ultimately, the function of audit shouldbe taken over by 
cooperatives themselves who may form audit unions, or entrust 
the functions to the State Cooperative Unions and the National . 
Cooperative Union. 

4« The Working Group on Cooperation ( 1968) set up by the 
Administrative Beforms Commission supported the views of the 
Mirdha Committee and observed : 
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* Ultimately the cooperative movement should take upon itself 
the responsibility for audit of cooperative societies. We 
do not, however, envisage that the movement could take up 
the entire responsibility for audit in the near future, ’ e-. 
therefore, recommend that audit should continue to be the 
responsibility of the Government. ;fe agree with the 
recommendations of the Hirdha Committee on Cooperation that 
there should be a separate audit department indo pendent of 
the Begistrar aid that a pilot scheme may be initiated i. 
carefully selected areas to entrust audit to the existing 
unions or separate societies to be organised for the 
purpose.” * 

5. The suggestion of theKirdha Committee was made on the 
model of audit unions in West Germany, where emphasis is pi. ceo 
on adequate and efficient arrangements for audit of accounts 
of a cooperative. Membership in auditing unions is compulsory 
for cooperatives in West Germany, The auditing unions must 
have legal authorisation from the Government for performing 
audit functions. The law in West Germany also prescribes 
qualifications for cooperative auditors, " who must pass an 

examination before a state commission, which has to fill its 

** 

ranks with cooperative representatives.” In Austria, 

" before any cooperative society can be registered, it has 

to prove that en auditing union will accept its affiliation 

*«* 

in rase of the registration." In pursuance of the recomraenda- 
-tiens of the Kirdha Committee, the possibility of entrusting 
audit to state cooperative unions or an audit union Gn a pilot 
basis was considered; but we understand that the scheme did 
net take off the ground, 

•deport of the Working Group on Cooperation - page 163 
** International Hand Book oh Cooperative Legislation 
by Valko - page 107 

*** International Hand Book on Cooperative Legislation 
by Valko - page 18. 
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Inspection . 


Inquiry . 


6* The above discussion brings into focus the need 2 < ; 
effecitve arrangement for audit of cooperative societies. U> 
the State Cooperative Societies Acts, the registrar cent' 
to be responsible for audit of cooperative societies in me-: 
of the States, In the preceding paragraphs, we also ref err... 
to the different views of various Committees on whether the 
Registrars should be responsible for audit or an independent 
authority under the Government, should be responsible. Pun jy 
from an administrative point of view, it will not be desirable 
to create a separate authority for audit of about 12o multi-r 
state cooperative societies spread all over the country. V'e 
would, therefore, suggest that the Central Registrar should 
be entrusted with the responsibility of arranging for audit 
of cooperative societies. He could appoint chartered accountants 
or employ the state cooperative audit machinery or use his 
departmental machinery. 

7. Statutory provision for the inspection of the books of 
a society by a Registrar is intended to ensure the smooth 
functioning of a society and to protect the interests of 
members aid creditors of the society, A periodical inspection 
of the books of a society by the Registrar or other persons 
authorised by him may ' help to keep societies well clear 

of rocks and shoals', The State Acts also provide that the 
Registrar can undertake the inspection of society at the 
request of a creditor, 

8, The State Cooperative Societies Acts also provide for 
inquiry by the Registrar or a person authorised by him into 
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Surcharge 


the constitution, working and finsnoial condition of a society. 
Such an in<juiry can be instituted by the Registrar on his owi 
notion or on the application of a certain percentage of 
nenbers or a Majority of the Board of Directors, This right 
to an inquiry is important for the maintenance of the 
principle of equitable association. It gives the minority 

of members the right to learn what is being done by the 

* 

Committee elected by the majority** Such inquiry and 
Inspection also help the Registrar In deciding whether any 
radical statutory action is to be taken for reconstituting 
the management of the society for bringing to book the erring 
officers of the society, 

9. The Cooperative Law Committee ( 1957) recommend that 
provision shouldbe made in the Cooperative Societies Acts 
empowering the Registrar to surcharge persons responsible 
for gross mis-application of the funds of a society, after 

an inquiry has been held and after the persons concerned have 
been given a reasonable opportunity of being heard. Such 
a provision is normally incorporated in the State Cooperative 
Societies Acts, 

10, We suggest that the following provisions for audit, 
inquiry, Inspection and surcharge, may be made in the 
MSGS Law: 

i> Audit 

« 

a) The Central Registrar should audit or eause to be 
audited by a person authorised by him the accounts 
of every multi-state cooperative society at least 
once every year, 

^ taw and Principles of Cooperation by. Calvert - Fifth 
Edition- page 227, 
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b) The audit should include an exaaination of overdue 
debts, if any, the verification of the cash fc?lanc< an- 
securities, and a valuation of the assets aid liabilities 
of the society. 

c) The persons auditing the account* of a multi-state 
cooperative society should have free access to the 
books, accounts, papers, vouchers, stock and other 
property of such society and should be allowed to 
verify its cash balance and securities. 

d) The director*, managers, administrators *>nd other officers 

of the society shall furnish to the person ouditing 
the accounts of a multi-state cooperative society all 
such information as to its transactions end working 
as such person Vay require. 

e) The Begistrar or the person authorised by him to 
audit the accounts of a multi-state cooperative 
society should hat$ power where necessary - 

Cl) to summon at th^ time of his audit any officer, 
agent, servant q? member of the society, past or 
present, who he ^as reason to believe can give 
valuable information in regard to the transactions 
of the society or the management of its affairs; and 

(2) to require the production of any book or document 

relating to the affairs of, or any cosh or securities 
belonging to, the society by any officer, ag«*nt, 
servant, or member U possession of such books, 
documents, cash or securities and in the event 
of serious irregularities discovered during audit, 
to take them into custody. 

f> If at the time of audit the tkccounts of a society are not 
complete, the Central Register or the person authorised 
by him to audit, may cause the accounts to be written 
up at the expense of the society. 

g) The central Registrar should h&e powers to determine 
the audit fees to be paid by a &ylti«*state cooperative 
society. 

(ii) Inspection ■' of societies . 

The Central Begistrar, or any person authorised by him may 
inspect a multi-state cooperative society. For the purpose 
of inspection, the Central Registrar or xhe person so 
authorised by him should have access to 4J1 books, adcounts, ’ 
papers, vouchers, securities, stock aid other property of the 
society and may in the event of serious irregularities 
discovered during inspection take them intb custody. He 
should have power to verify the cash balance of the society 
and also to call a board meeting aid a general meeting. 

Every officer or member of the society should be required 
to furnish such information with regard to tae working of tbfe 
society as the Central Registrar or the person making such 
inspection may require. 
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(iii) Inquiry by Registrar 

(a) The Registrar may of his own motion or on vlw 
application of a majority of the committee or n- 
not less than one third of the members, fco.'d 
inquiry or direct soma person' authorised \:y Y-. < 
to hold an inquiry into the constitution, workiru; 
and financial condition of a multi-state cooper 
-ative society. 

(b) The Central Registrar or the person authorised 
him should have the following powers: 

(1) he should have free acoess to the books, 
accounts', cash and other properties belongirg 
to or in the custody of the society and may 
summon any person in possession or responsible 
for the custody of any such books, accounts, 
documents,' Securities, cash or other properties 
to produce the same at any place specified 

by him; 

(2) he may require the officers of the society to 
call a general meeting at such time and place 
at the headquarters of the society to consider 
such setters, is may be directed by him; if 
the offioers of the society refuse or fail to 
call such a needing, he should have power to 
call it himself; 

(3) He may summon any person who, he believe^, 

has any knowledge of the affairs of the society 
to appear before him and may examine such 
persons on oath. 

(c) Any meeting called by the Central Registrar or 
the inquiry officers should have all the powers 
of a general meeting called under the bye~laws 
of the society. 

(d) The Central Registrar should communicate a 
brief summary of the report of the inquiry to 
the society, the financing institutions, if any, 
to which the society is affiliated, and to the 
persons or authority, if any, 1 at whose instance 
the inquiry is made. 

(iy) Inspection of books of indebted societies. 

(a) The Central Registrar should on the application of 
a creditor of a multi-state cooperative society, 
inspect or direct some person authorised by him 
to inspect the books of the society. 


- 120 - 


00 No such Inspection should be made unless the 
applicant — 

(1) satisfies the Central Registrar that the debt a- 
a sum then due, and that he has demanded paymeni 
thereof and has net received satisfaction witaiu 
a reasonable time; and 

(2) deposits with the Central Registrar such sum as 
security for the costs of proposed inspection as 
the Registrar may require. 

(a) The Central Registrar should communicate the result 
ef any suoij inspection to the creditor. 

(v) Cost of inquiry 

If an inquiry is held or an inspection is made, the 
Central Registrar may apportion the costs, or such 
part of the costs, as he may think fit, between the 
society, the members or creditor demanding an inquiry 
or inspection, and the officers or former officers 
and the members or past members of the society after 
giving the society or the person liable to pay the 
coats a reasonable opportunity of being heard; 

(vi) Recovery of coats 

Any sum awarded by way of costs may be recovered, 
en application to p. magistrate whe should recover 
the same as if it were a fine imposed by himself. 

(vii) Surcharge 

(a) If in the course of an audit, inquiry, inspection 
or the winding up of a multL-State cooperative society, 
it is found tfcat any person, who is or was entrusted 
with the organisation or management of such society 
or who is or has at any time been an officer or an 
employee of the society, has made any payment contrary 
to this Law, the rules or the bye-laws or has caused 
any deficiency in the assets of the society by breach 
of trust or wilful negligence or has misappropriated 
or fraudulently retained any money or other property 
belonging to such society^ the Central Registrar may, 
of his own motion or on the application of the board, 
liquidator or any creditor, inquire himself or direct 
any person authorised by him to inquire into the 
conduct of such person; 

(b) However, no such inquiry should be held ;after 
the expiry of six years from the date of an.y act or 
emission referred to above. 
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(o) Vfcen such an inquiry is wade, the Central Re^tsv. r 
Bay, after giving the person concerned an opportir'.f- 
Qt being heard, make an order, requiring him to re 3 f- 
or restore the money or property or any part thereof, 
with interest at such rate or to pay contribution .-id 
•oats or compensation to such extent, as he ?jr v - 
just and equitable* 
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§cheme of 
settlement of 

under the 
State Acts, 


ftrt vm- ^SeUleiBent of P.ispwtftj 
Settlement of disputes in a cooperative through 
ft special machinery outside the civil courts is another 
privilege conferred by the legislature on the cooperatives. 
This special procedure is intenoed to avoid prolonged and 
expensive litigation. The deport of the Cooperative 
Law Cpmmittee (1957) also recommended that "this important 
provision should find a place in the Act itself, and that 
it should be specifically stated that no court should have 
Jurisdiction to entertain any suit or other proceeding 
ia respect of such dispute. Further, doubts are soma 
times expressed regarding what would constitute a dispute. 

It is, therefore, desirable to indicate the items which will 
be regarded as disputes." 

2. Ail the State Cooperative Societies Acts provide for a 
special procedure for settlement of disputes in cooperatives. 
The scheme of settlement of disputes provided for in the 
State Cooperative Societies Acts, is broadly as follows: The 
disputes in a cooperative society relating to its constitu¬ 
tion, management or business other than a dispute 
regarding disciplinary action taken by a cooperative 
society or its bperd against its employees, have to be 
referred only to t|e Registrar, and the civil oourt has no 
jurisdiction to entertain these disputes. The parties to tbe 
dispute should be the society, its office-bearers, past or 
present, its agent or servant or nominee or their successors, 
members, past members or persons claiming through members, 
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or a person who has been.granted loan by a society. When an 
application is made to the Registrar, he has power to 
decide whether there is a dispute in terms of the provisions 
of the Act; if he is satisfied that there is a dispute, 
he can decide the dispute either by himself or refer it 
to his nominee. Some of the State Cooperative Societies 
Acts, as in Maharashtra, also provide that when complicated 
questions of law or fact arise, the Registrar can require 
a party to approach the civil court, and stay the action 
for some time. If the party fails to approach the civil 
ooart, he has to order the proceedings under the Act to 
Continue. The period of limitation for referring disputes 
to the Registrar is also fixed either in the Act or in 
the Rules. To meet the ends of Justice, provision is 
also made for interlocutory orders. The detailed procedure 
to be followed for issue of summons to parties, hearing of 
disputes, recording of evidence, ensuring (or securing) 
appearance of parties and enforcing consequences of non- 
appearance, issue of awards or Decisions eto., are prescribed 
in the rules. A safeguard of proper appeals against decisions 
and awards is also made in the Act. 

3. Recently, a petition was filed before the iombay High 
Court questioning the validity of the Maharashtra Cooperative 
Societies Act and Rules which, like other State Cooperative 
Societies Acts, require compulsory arbitration in the case of 
cooperative societies; the petitioner also contended that 
these provisions in the Cooperative Societies Acts offend 
Article 14 of the constitution which prohibits class 
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legislafion. While dealing with this special Civil 

Application No. 1987 of 1969, the Bombay High Court observe* 

•The examination of the provisions reveals 
that! the inquiry in the dispute is to be judicial 
as evidence has to be recorded and there is the 
safeguard of 'a proper appeal and of the supervision of 
the High Court under article 227 of the Constitution,, 

The procedure is stricter than that of civil courts jl 
it has the salutary effect of cutting down unnecessa^' 
technicalities of which plenty of advantage is taken 
by all concerned in all litigations in civil courts, 
experience has been that so fa*$ advocates of some 
standing were appointed as nomlWes, Now it seems 
special officers who are full-time employees are also 
appointed for this purpose. The disputes are 
heard very quickly though even there sometimes some 
seasoned litigants succeed in delaying the proceedings. 

The safeguard of appeal really ensures Just decisions 
of the dispute* Speaking for ourselves, if such 
procedure is adopted in cidil Courts, probably, 
litigants will be more hapiy with quicker and satisfactory 
results and the present delays and wasteful expenditure 
of civil Courts be avoided. We have been dealing 
with matters decided under tie Act and we are 
satisfied that the standards of decisions are as good 
as, if not better than, those Vi civil courts. 

We are not satisfied that the procedure is so 
inadequate as to hold that it is unreasonable. There 
is a nexus between the object tq be achieved in the 
making of classification and the provisions made. 

That an exception in favour of cooperative 
societies can be made has been decided by the Supreme 
Court in Mannalal Jain v. State of Assam. In our 
view, therefore, ss. 91 to 96 of the Act and rules 
framed thereunder prescribing special procedure do not in 
any manner offend art. 14 of the Constitution, 

A faint suggestion was made that the» provisions 
affect the rights of the person to property and are hit 
by art. 19(1)(1), This is too specious an argument to need 
any effective answer. The same thing happens when 
a decree is passed by a civil C^urt in o suit, 
inasmuch as the decree may direct the defendant 
to h 3 nd over the property to the plaintiff and pay the 
plaintiff certain amount. It could not fce suggested 
that because the Court is entitled to adjudicate 
disputes and determine the rights to property 
between two litigating parties, art. 19(lHli 
of the Constitution would be offended," 


* Judgement printed in Cooperative Law Journal of the 
NCUI, July, 1970, 
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Applicatlon of 
Industrial 
Disputes Act. 


Disputes between 
societies. 


4. A number of courts have held that the Industrial Disputes 
Act is applicable to the disputes between the cooperatives and 
their employees regarding tho latter's service conditions. 

The Supreme Court of India, in one cas<t, held that: i) the 
expression 'touching the business of the society’ used in the 
Cooperative societies Acts do not cover the service conditions 
of employees, and ii) the Registrar is not competent under 

the existing provisions of the Cooperative Societies Act 
to provide relief in respect of disputes concerning 
alteration of service conditions of employees. 

5. A view has been expressed that cooperatives should bei 
kept out of the purview of Industrial Disputes Act. We are 
not inclined to support this view. Firstly, this would nean 
that a separate industrial tribunal should be set up for 
cooperatives under the Cooperative Societies Act. We do not 
consider this necessary at this stage. Secondly, the labour 
laws of the country are intended to protect the interests of 
employees and this protection should not be denied to 
employees of cooperatives, 

6. Under the cooperative Societies Acts, disputes between 
any two cooperative societies are to be referred to the 
Registrar, As single-state cooperatives in a State are all 
registered under the relevant state Cooperative Societies Act 
and as the State Registrar has jurisdiction over all those 
societies, settlement of disputes between cooperative 
societies registered under the state Cooperative Societies Acta 
may not present any difficulty in so far as the authority 

who could decide the dispute, is concerned. The position is 



different in the case of cooperative societies coming 
under the purview of Multi-State Cooperative Societies Law i;* 
view of the following special features:** 

(1) In the case of national and other federations, 
which are multi-state societies, membership 
will consist of societies which are registered 
under the State Cooperative Societies Acts. 

(ii)A multi-state society may bq a member of a single¬ 
state society. For example* a multi-state 
cooperative society may be a^qember of a state 
cooperative bank or a central cooperative bank 
registered under a State Cooperative Societies Act. 

If there is a dispute between a multi-state society and its 

aMtotr which is a single-state society, and if the dispute relates 

to thm business of tlbe multi-state society, such a dispute will 

obviously come under the purview of the MSCS Law, which 

should be referred to the central Hegistrar for settlement. 

Similarly, if a dispute arises between single-state societies 

which «Te members of a multi-state society and if the dispute 

relates to the constitution, management or business of 

that multi-state society, it will be covered by the MSCS Law. 

The second category mentioned above may appear to present 

some complication. Thd ooint that arises for consideration 

in such cases is the status of a single-state society which admits 

a multi-state society as a member, A single-state society 

which admits a multi-state society does not, in our view, 

become a multi-state society. If a multi-state society is a 

member of a single-state society and if a dispute relating 

to the business of the single-state society arises to which 

the multi-state society is a party, such dispute would not 

come under the purview of the pro]posed multi-state cooperative 

societies legit’lation. 
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Suggestions^. 7* In conclusion, we Would suggest that, on the lines 
of the State Cooperative Societies Act, provision may Lj 
made in the M&S Law for the following: 

(i) Disputes which mav be referred to arbitration . 

(a) If any dispute touching the constitution, 
lignagement or the business of a multi-state 
cooperative society (other than a dispute 
regarding disciplinary action taken by it 
against its paid employee or a dispute coming 
under the purview of Industrial DisputesAct) 
arises, it should be referred to the Central 
Registrar for a decision. 

(b) No court should have jurisdiction to entertain 
any s?it or other proceedings in respect of 
such dispute. 

CcJ It any question arises whether a dispute 
referred to the Central Registrar is or is 
not a dispute under the M$CS Law, the 
decision ef the Central Registrar thereon 
should be final, 

-< Reference of disputes to arbitration. 

(a) The Central Registrar may, en receipt of the 
reference of dispute, 

(i) decide t*e dispute himself, or 

(ii) transfer i\ for disposal to any person, or 

(iii) refer it for disposal to an arbitrator. 

(b) The Central Registrar may withdraw any referenoe 
to an arbitrator <nd decide it nimself or refer 
the same to anothe arbitrator for decision* 

(c) The Central Registrar or an arbitrator may, 
pending the decision of the dispute, make 
such interlocutory offers as may be considered 
necessary in the interest of justice* 

(iii) Reference to civil courts . 

The Central Registrar may, if ^ thinks fit, 
suspend the proceedings in regard to any dispute, 
if a question at issue is one involving complicated 
questions of law and fact, until that question has been 
tried by a regular suit in a civil «vourt, If any 
such suit is not instituted by the parties 
concerned within a prescribed period^ the Central 
Registrar should take' action to continue the 
nrnceedinqs under the MSCS law* 
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fart- JX - Winding up and cancellation of Registration 
of Cooperative Societies. _ 

Cooperative legislation is to provide far incorporation, 
regulation and also winding up of cooperatives. Incidentally, 
it is interesting to note that cooperative legislation 

in some of the European countries like Austria and Belgium require 

\ 

that the artioles of incorporation of a society may also 
indicate the duration of the society. According to article 145 
of the Belgian Code of Coranerce, which is applicable to 
cooperatives, the duration of a society cannot exceed thirty 
years; if the articles do not provide 'xrtherw-isa^-tlie. duration 
of the society shall be only ten years.* 

2- Cooperative legislation in India specifically provides 
for winding up and eanoellnti.au. of -registration of cooperative 
societies. The procedure for winding up of a society and 
cancellation of its registration is oroadly as follows! If 
not less than three-fourths of the members of a society 
apply to the Registrar for winding up of a society or, if after 
a statutory inspection or inquiry, he is of opinion that 
the society should be wound up, he can issue an order winding 
up the society, and appoint a liquidator. He can also, on 
his own, order the winding up of a society in certain circum¬ 
stances. In the case of a cooperative bank to which the 
deposit Insurance Act is applicable, the Registrar has to consult 
the Reserve dank of India; if the deserve dank requires a coopera¬ 
tive bank to be dissolved, the Registrar has to issue an order 
for winding up the bank, Once an order for winding up is issued 
and a liquidator is appointed, the assets and liabilities of 

* International Hand Book of Cdoperative Legislation by Valko - 
pages 19 and 25. 
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iJie—sx»eie-ty and the entire management of the affairs of the 
society vest in the liquidator who is responsible only to the 
Registrar. The liquidator has power to institute and defend 
suits and other legal proceedings on behalf of the society 
by the name of his office and to take action to realise the 
assets and discharge the liabilities of the society; he can 
also effect compromises between the creditors and the members 
of the society and the society. When the affairs of the society 
are finally wound up, the liquidator is required to make a report 
to the Registrar whty issues an order cancelling the registration 
of the society. Even when the winding up procedure is in 
progress, the Registrar may cancel the order winding up the 
society if he is of the opinion that the society should 
continue to exist. Provision is also made for appeals against 
orders directing the winding up of societies and also against 
orders of the liquids tor w 

3, We suggest that the procedure outlined above for winding 
up and cancellation of registration of a society may be provided 
for in the MSCS Law on the lines of the provisions generally 
contained in the state cooperative societies Acts. 
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Part X - Execution of awards, decrees, orders and 
decisions . 

In thi*"earlier parts of this Chapter. Me have, .suggest., _ 
powerf__t- 0 "he' conferred on the central rtegistrar, arbitrate ;n r 
liquidator to pass awards, orders etc. Provision has t<> oe 
madw'fbr the execution of tnese awards, decisions and orders, 
Normally, the agencies for execution of these orders etc., 
are th* civil courts and the Revenue Department. The 
Cooperative Law Committee, 1957, suggestojihat, in addition 
to these, tae Registrar should also be empowered to execute 
jjinurfet. iwrnrdB ntf, -hTprirtnen-* aMy. In pursuance of this, 
many State Cooperative Societies provide for all these modes 
of recovery through the registrar, the civil court and the 
jwonuA Dopartmont. In respect of Himachal Pradesh *ct, wherein 
all these three modes of recovery are provided for, the High 
Court held: M It is thus clear that section 101 of the ^ct read 
with Entry No. 3 of Schedule 1 and also Buie 92 confer unon 
cooperative societies unrestricted power and unguided 
arbitrary discretion to resort tu one or the*other method of 
recovery against the Defaulter and thereby pick and choose some 
of than for the application of more drastic procedure under 
tile Uevenue *ct. The said provisions, therefore, do provide 
differential treatment for parsons similarly situated thus 
ueing discriminatory in character, voilflte the right of 
equity guaranteed by article 14 of the Constitution, The 
said previsions must, therefore, be declared as void," 
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2. however, the provisions for execution of awards, 
decrees etc. through civil courts, .tevenue Department and the 
St:.te Cooperative Department, continue to exist in various other 
State Cooperative Societies ..cts. .:e would suggest that, in the 
case of multi-state cooperative societies, all the three moles of 
recovery may be provided for. It is not, however, our 
intention that the Central registrar should employ staff in all 
the States for execution of awards etc. Power to execute awards 
etc., could be delegated to the State uegistrars or other 
officers in the State Cooperative Departments. 

3. Ue would, therefore, suggest that provision may be 
m?.de in the MSCS Law for execution of awards, decrees etc. 
by. (a) Central Registrar; (b) .ievenue Department; and 

(c) civil courts, on the lines of the provisions made in the 
State Cooperative Societies .icts, 
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part XI *- Aappgle, 

In a system where pavers are conferred on Central 
^giatr^-r-erbiirstor and liquidator to pass orders, avar 
stc** under the Act, it is necessary, in order to meet the 
ends of justice to provide-also for appropriate appeals ard 
zeriM^ Further, in Chapter III, we referred to the princJ 
of open membership in cooperative societies* The note 
circulated to the National Development Oouncil (Annexure- \ 
aX»cr referred to the need for provision in the Act for a 
against refusal ef admission by a. society. As indicated in 
gutMixnre X, meat of the Cooperative Societies Acts provide 
for such appeals* Similar provision may be made in the 
multi—oooperetiv-© Societies Lev alee* As a corollary, 
provision has also to be made against the decision ef a 
society to expel a member. The time limit for preferring 
an appeal in any case may be fixed at sixty days. In case 
of decisions, awards, etc passed by a society or a person 
other than the Central Registrar, provision may be made 
for an appeal to the Central Registrar and, in other cases, 
to the Central Government. Provision may also be made for 
review and interlocutory orders. , 

Need for 2. The Committe^Cn Cooperative Law (1957) suggested 

Tribunal. 

the establishment of tribunals under the State Cooperative 
Societies Acts to hear appeals against arbitration awards* 
Bfetnj State Cooperative Societies Acts provide for setting 
up of cooperative tribunals. As the total number of 
multi-state cooperative societies is only about* 120 spread 
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Suggs a ti-ons 


•21 ever the oourrtry* ve do not consider It necessary tm 
««t up a separate tribunal f*r them* 

Wo suggest that provisions may be made on the 
fallowing lines in the Multi-State Cooperative Sooieties 

Unrf 

(i) Appeals 

(a) An appeal should be provided against - 

(1) An erder ef the Central Registrar refusing 

to register a multi-state cooperative soolsty; 

(2) an erder of the Central Registrar refusing to 
register an amendment ef the bye-laws of a 
multi—state cooperative society; 

(3) a decision ef a multi—state cooperative 
seciety refusing to admit any person, who is 
otherwise duly qualified for membership, as 
as member* 

(4) a decision ef a multi-state cooperative 
society expelling member» 

(5) an order ef- the Central Registrar removing 
thd board of directors of a multi-state 
cooperative society; 

(6) an erder made by the Registrar apportioning 
the costs of an enquiry er an Inspection; 

(7) any order of surcharge; 

(8) any deolsion or award made by the Central 
Registpar or an arbitrator; 

(9) an order made by the Central Registrar 
directing the.winding up of a multi-state 
cooperative society; 

(10) any order made by the liquidator; end 

(11) any order made for conditional attachment 
of property. 

(b) An appeal against any decision or order should 
be made within 60 days from the date of the decision 
or order t® the Central Government or the Central 
Registrar appointed by the Central Government according 
4s the decision or order was made by the Central 
Registrar or any other person* 



(o) An arder passed in appeal shotild be final and no 
sore appeal should lie against it* 

(ii) No appeal or revision in certain casea t 

In the case of erders of winding up or re-organisation, 
or supersession of the board of directors, of a 
cooperative bank, with the approval or at the. request 
of the Reserve Bank, no appeal should lie. 

(iii) Review » 

The Central Registrar and the Central Government 
should have powers to review his/its own orders. 

(iv) Interlocutory or ders» 

Ihe appelate authority should have powers to moke 
interlocutory orders, pending the decision of the 
appeal «r review. 
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Part- XII - Societies Which Become Multi-State Societies 

Consequent cn lie-organisation of States. 

As we mentioned in Chepter II, when the States were 
re-organised under the States Re-organisation Act,1956, 
some cooperatives, the objects of which were confined to 
one State, came to be extended beyond one St*te. Seme of 
the single-state societies thus fceesm multi-state societies 
consequent on the re-organ is at ion of States. As the 1942 Act 
did not provide for such categories of multi-state societie 
Section K)5 of the State Regrganisation Act, 1956 inserted 
section 5A in the Multi-unit Cooperative Societies Act to 
govern these new categories of societies which became 
multi-state societies consequent on the Re-organisation 
of States under the States Re-organisation Act, 1956. The 
provisions of the Multi-unit Cooperative Societies Act 
were made applicable to such societies and a special 
procedure was also laid down for reorganisation or 
reconstitution or dissolution of such societies. The 
Andhra Fradesh and Madras (Alteration of boundaries ) 

Act,1959, made this section 5A applicable to all 
societies which became multi-state societies as a result 
of apy enactment relating to -the re-orgnnisation of 
States. The Bombay Re-organisation Act, 1960 std the 
Punjab Reorganisation Act,1966 introduced sections 5C 
end 50 respectively in the Multi-unit Cooperative 
Societies Act to facilitate reorganisation of certain 
state level societies which would be multi-state 
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societies consequent on the re-organisation of those 
States, 

2. Section 5-A, as inserted by the States Reorganisation 
Act 1956, provided for the transfer of assets and liabilities 
of a multi-state cooperative society coming under the purview 
of Section 5 a, to a new cooperative society? but there was 
no provision for such transfer of assets and liabilities to 
an existing cooperative society. To facilitate such transfers, 
section 5A was further amended, a copy of the Multi-unit 
Cooperative Societies Act,1942 is given at Annexure III, 

9* Section 5A provides for a special procedure for 
reconstitution, reorganisation or dissolution of a society. 

The procedure is broadly as follows? The Central Registrar 
should prepare a scheme for reorganisation, reconstitution 
or dissolution of a society, obtain the approval of the 
Central Government, and place it before the general body 
of the society. The procedure for convening the general 
body is to be prescribed in the rules, A copy of the *yles 
framed by the Central Government, is at Annexure IV. If 
the general body, by a resolution passed by a majority of 
members present at the meeting, sanctions the scheme, the 
Central Registrar can certify the scheme, which will be 
binding on all shareholders and creditors. If the scheme 
is not sanctioned by the general body, the scheme has to 
be referred to such Judge of appropriate High Court as may 
be nominated by the Chief Justice of the Court and the 
decision of that Judge shall be final and binding on all 
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concerned, 

4, Ou» suggestions are as follows: 

(i) To facilitate re-organisation of existing 
societies which befiome multi-state societies 
consequent on re-oro§nisation of States; and 
also to provide for any contingency arising 
from reorganisation of States, if any in 
future, provision on the lines of section 5A 
may be incorporated in the Multi-State 
Cooperative Societies Law for reconstitution 
or reorganisation of societies. 

(ii) We do not consider it necessary to have a 

special procedure for winding up of societies 
which become multi-state societies as a result 
of reorganisation of States, It may,therefore, 
be considered whether the normal procedure 
prescribed in the M5CS Law for winding up of 
societies, could be made applicable to such 
societies also, 

(iii) Sections 5C end 5D of the present MUCS Act are 
purely tr-nsitory provisions incorporated in 
the Act to expedite reorganisation,reconstitution 
etc,, of certain societies which became multi¬ 
state societies consequent on the reorganisation 
of the erstwhile Bombay end Funbaj States 
respectively. Information available with us 
show* that no proceedings in respect of such 
societies covered by these sections, are still 
pending. It may,therefore, be considered 
whether the sections 5C and 5D in the present 
MUCS Act nay be omitted from the proposed 
legislation. 
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Part XIII - Miscellaneous 

The State Cooperative Societies Acts define the 
offences under the Act and also prescribe the penalties 
(for then* The offences relate to furnishing of false 
information, disobeying summons issued under the* Act, 
default on the part of an employer to remit to a 
cooperative the deduction made by him from the salary 
of an employee towards tha dues of that society and 
wilful feiltvn on the part of en officer or employee 
of a society to hand over books etc. Such provisions 
■ay be incorporated in the MSCS law also, 

2. Some of the national federations, particularly 
the business institutions like the National Agricultural 
Cooperative Marketing Federation and the National 
Cooperative Consumers Federation, have opened and 
they need to open branches in various places to facilitate 
their business, Tn this connection, it is observed that 
some of the St4|* Cooperative Societies Acts prescribe 
that a society registered under a State Cooperative 
Societies Act, shall not open a branch outside the State, 
or a cooperative registered in any other State shall not 
open a branch within that State, without the prior 
permission of the Registrar. For example, section 159(1) of 

the Maharashtra Cooperative Societies Act reads as follows: 

• 

n No society shall open a branch or a place of 
business outside the State of Maharashtra and 
no cooperative society registered under any 
law in any other State sfhall open a branch or a 
place of business in the State of Maharashtra 
without the permission of the Registrar." 



Section 163 of the Gujarat Act which it liwiloir to 
seatlom 189 of the Maharashtra Act, fcdweter, adds a 
proviso to the effect that the proviaion placing a 
restriction on opening of branches will aot apply to 
aulti-st 2 te cooperative societies. 

3. To facilitate its business, a multi-state society 
has necessarily to open branches in various places where 
Its members are situated. No legal restriction should, 
therefore, be placed in opening of such branches. We 
would,therefore, suggest that besides advising State 
Governments to delete such restrictive provision relating 
to multi-state societies from their Acts, a specific 
provision may be made in the MSCS Law permitting multi* 
state societies to open branches in ray place covered by 
their area of operation, th£ is, the area from which they 
can dr?w their membership according to their byelaws. 

4. In terms of the existing provisions of the MultMInit 
Cooperative Societies Aet, the Segistrar of a State wherein 
a branch of a multi-state society registered in smother 
State is opened, has the same powers of audit and inpsection 
over that branch, as he may exereise in respect of ray 
cooperative actually registered in his State; he may also 
call for returns^ and other information from the brrach 

rad, if the society fails, it could be penalised under 
section 5 of the MUCS Aet. This arrangement was thought 
of at a time When a multi-state society was also to be 
registered under a State Cooperative Societies .Act, The 
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purpose of the proposed M5CS Law is that all the 
multi-state cooperative societies should cone under 
the purview of the Central Government and the Central 
Registrar. In this situation under the MSCS Law we do 
not consider it necessary to allow a State Registrar, 
to exercise powers of inspection, audit etc., under the 
State Act. No provision need, therefore, be made in the 
KSCS Law empowering a State Registrar to have Jurisdiction 
over branches of a multi-state society. 

5. It is also observed that section i$9(2) of the 
tfslrnrashtra State Cooperative Societies Act provides 
that if a cooperative society registered in any other 
State, is permitted to o.en a branch in Maharashtra, such 
society must furnish returns, information etc,, required 
by the Registrar, Maharashtra. A similar provision is 
also made in the Gujarat State Cooperative Societies Act; 
but section 163(3) of the Gujarat Act exempts the multi¬ 
state cooperative societies from such obligation, i/e have 
suggested that the State Registrar should have no jurisdiction 
over the branches, and that no restriction need to be 
placed on a multi-state society opening branches within 
its area of operation. There is,therefore, no need for 
a branch of a multi-state society to send information or 
returns to that State Registrar, VJe suggest th3t the 
concerned State Governments whose State Cooperative 
Societies Acts contain such provisions may be advised to 
delete them of exempt multi-state societies from the 
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operation of such provisions. Under the proposed 
Legislation, we envisage that the State Registrars will 
have only such powers in respect of raulti-state societies 
as are delegated t* *hem by the C-entrai -Cnv^nrueot nnder 
the BSCS itsShU 

(%* All State Cooperative Societies Acts provide thst 
a society shall keep a copy of the Act, rules and ' its 
byelaws and also a list of its members, open to inspection, 

A similar provision may be made in the MSCS Law also. 

7. Every State Cooperative Societies Act prohibits the 
the word ’cooperative' ’by any other organisation. 

AS all State Cooperative Societios Aets contain this 
provision, no specific provision need be made in the 
MSCS Law. 

0. Experience shows that when some special types of 
cooperative* are to be organised in special situations, 
it is necessary to relax some of the conditions prescribed 
in the Act as to registration. In the case of some of 
the existing societies also, it might become necessary to 
exempt any society or class of societies from sene of 
the provisions of the Law, to facility their functioning;. 
An enabling provision empowering the Central Government 
to grant such exemptions in deserving cases may be made 
in the proposed legislation. 

9. A specific provision needs tq be made that the 
provisions of the Companies Act, 1956 will not be applicable 
to multi-state cooperatives. 
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Other 10. Other provisions made in the State Cooperative 

miscellaneous 

provisions Sooietles Acts relating to recognition of the liquidator 

as a public servant, bar of jurisdiction of civil courts 

V 

saving of existing societies etc* may also be made in 
the MSCS Law. 



Part XIV_— Buie making powers 


As we mentioned in Chapter III, vhile the Act should 
provide the broad legal fx-m&-itQ2k-t*rTncilii-a ting the 
registration and working of multi-state cooperative 
societies, and also for the creation of necessary agency 
and authority for guidance and supervision, matters in 
respect of which a certain degree of elasticity is 
necessary, or those of a procedural nature should be 
oovered under the rules. While suggesting provisions fer 
incorporation in the MSCS Law in the earlier Parts of this 
Chapter, we had indicated in several places that certain 
matters may be dealt with in the rules. Me suggest that 
rule making powers may be provided for specifically in 
of tho following matters: 

(1) the maximum number of shares or portion of 
the capital of a multi—state cooperative 
society, which may be held by a member; 

(ii) the forms to be used aid the conditions to 

be complied with in the making of applications 
for registration and the procedure in the 
matter of such applications; 

( iii) the procedure and conditions for change in 
the extent of liability; 

(iv) the matters in respeef of which a multi-state 
cooperative society may or should make bye-laws 
and for the procedure to be followed for this 
purpose; 

(v) the conditions to be complied witfr by persons 
applying for admission or admitted as members, 
and for the payment to be made and the interest 
to be acquired before the exercise of their 
rights of membership; 
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(vi) the Banner in which funds Bay be raised 
by Beans of sh?res aid debentures or 
otherwise; 

(vii) for general meeting of the ambers and 

for the procedure at such Beatings and the 
powers to be exercised by such meetings; 

(eiii) yotes of members; 

(in) the prohibitions end restrictions subject 
to which societies may transact business 
with persons who are not neebers; 

(x) the proportion of indivtd»4&* and societies 
in the constitution of the feotsd of 
directors and the general body; 

txi) constitution and powers eflf it representative 
general body; 

(xli) the election and nom in at Ida of members of 
boards, the appointment or election of 
officers and the suspension end removal of 
the members and other officers, and for the 
powers to be exercised and the duties to be 
performed by the board end other officers; 

(xlii) restriction on number of Societies in which 
a person may be designated officer, 

(xiv) the appointment of, and regulation of work 
entrusted to, administrator; 

(xv) prohibiting a multi-state cooperative society 
from elfcting a defaulting member or 
represeitative of a defaulting member-society 
on its Board; 

(xvi) the accounts and books to be kept by a multi- 
state cooperative society amd the audit of 
such accounts and the charges, if any, to 
be made for such audit, end the periodical 
publication of a balance-sheet showing the 
assets and liabilities; 

(xvll) the persons by whom and the fern in which 
copies of the entries in books Of multi¬ 
state coopeiytive societies may be certified 
and for the Charges to be levied for the 
supply of sucft^copies; 
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ixviii) 

<xlx) 

(xx) 

(xxi) 

<xxii) 

(xxlv) 

(xxv) 

(xxvi> 

Cxxvii) 

( xxviii) 
(xxix) 
(xxx) 


the appointment of an arbitrator to decide 
disputes; 

tfce procedure to be followed in proceedings »,• 
before the Central Registrar,arbitrator or 
other persons deciding disputes', 

withdrawal and expulsion of members and-for 
the payments, if any, to be made to members 
who withdraw or are expelled and for the 
liability of past members and of the estates 
of deceased members; 

the mode in which the value of a deceased member's 
share or interest should be ascertained; 

the payments to be mad© gid conditions to be 
complied with Hv •»..in?or* applying for lo^us, 
the peri^^° r which any loans oey be made 
and^no maximum amount which may be lent,to 

aaabeT ; 

#* formation and maintenance of reserve funds 
and other funds and the objects to which such 
funds may be applied, and for the investment 
of any funds under the control of a multi-state 
cooperative society; 

the conditions under which profits nay be 
distributed to the members of a multi st^tp 
cooperative society and the maximum rate oi 
dividend which may be paid by multi-state 
cooperative societies; 

remuneration to members and the members of 
board of directors for services rendered; 

the calculation and writing off of bad debts 
by multi-state cooperative societies; 

the procedure to be followed in presenting 
and disposing of appeals; 

the procedure to be followed by a liquidator; 

procedure for execution of dWards,decrees etc; 

procedure for re-constitution and re-organisation 
of societies which become multi-state societies 
consequent on re-organisation of a State; and 
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(wad) the terns end conditions on whiofi the Central 
Government may make share-capital contribution 
or give assistance, financial or other, to 
multi-ptate cooperative societies and the 
terms and conditions on which the Central 
Government may guarantee the payment of the 
principal or interest on debentures issued 
by multi-state societies or loans raised by 
them* 



CHAPTER V 

ADMINISTRATION OF THE LEGISLATION 


Introduction . Our terns of reference require us inter-alia : 

(a) to consider the desirability of categorisation 
of multi-unit cooperative societies on the 
following or any other suitable basis: - 

(i) national cooperative federations, 

(ii) societies having membership residing in 
more than one State, 


Categor ¬ 
isation 
of Socie ¬ 
ties. 


(iii) other multi-unit cooperative societies 

having objects extending beyond one State; 

(b) to consider and recommend the extent of powers 
and responsibilities of the Central authorities 
and the extent to which the same can be delegated 
to the State authorities vn respect of different 
categories; and 

(c) to consider other related matters. 

The categorisation of societies, delegation of powers under 
the MSCS Law and arrangements for the administration of the 
legislation are dealt with in this Chapter. 

5. 2 The tentative classification indicated in the terms 
of reference, mentions’ societies having membership residing 
in more than one State* and ’other multi-unit societies 
having objects extending beyond one State* . As we clarified 


in Chapter IV f a basic criterion which a society should 
satisfy to be eligible for incorporation under the MSCS Law 
is that the aim of the society should be such as to render i 
necessary for the society to have its membership spread over 
more than one State. In the light of this basic criterion, 
there is no distinction between the two categories of 


societies mentioned above. The primary objective of 


categorisation of societies referred to in the terms of 
reference, seems to be to facilitate delegation of the power 
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of the Central Registrar under the Law on the basis of such 

ratogori. nation. 

5.3 As we explained in Chapters II and III, the need for 

a comprehensive central legislation for multi-state societies 

i 

acquired an edge because of the emergence of a number of 
national federations in different sectors of the cooperative 
movement. These federations require Central guidance and 

assistance in the context of the new trends in the overall 
development of the cooperative movement in the country. From the 
point of view of administration of the Law in respect of 
different types of multi-state cooperative societies, it 

would be more convenient to classify societies into two 
categories only-viz., national federations and others. 

5.4 We have not attempted a legal definition of such federations 
as a definition applicable to all national federations is 
difficult to arrive at because in point of composition, the 
existing national federations vary widely. Further, some of 

the national federations are purely promotional organisations, 
and some others undertake business activities also. This does 
not, however, mean that national federations cannot be 
identified. As indicated in Chapter IV, the special character¬ 
istic*; of national federations are: i) their byelaws envisage 
admission of state level federations; ii) they can draw their 
membership from all parts of the country; and iii) their primary 
objective is to foster the development of cooperative 
movement in the country as a whole as in the case of the 
National Cooperative Union of India, or coordinate and facilitate 
the activities of particular sectors of the cooperative 
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powers 
a Central 
gistrar.,. 


movement in the country as in the case of the National 
Federation of Cooperative Sugar Factories, the National Agri¬ 
cultural Cooperative Marketing Federation etc. For 
practical convenience and also for giving recognition td the 
national organisations in the statute itself, we suggested in 
Chapter IV that, instead of attempting a legal definition of 
a national federation, ey may be. listed in a schedule to the 
Law with power to the Central Government fco add to, or 
delete from, the list by a notification. 

5.5 the Multi-Unit Cooperative Societies Act, 1942, provides 
for ths appointment of the Central Registrar. A provision has 
also been incorporated in the Act that, until such appointment 


esent 
sit ion. 


is made, the State Registrar should be entrusted with the 
functions of a Central Registrar. Section 4 of the present 
MUCS Act reads as follows: 

n (1) The Central Government may, if it thinks fit, 

appoint a Central Registrar of Cooperative Societies 

(2) The Central Registrar of Cooperative Societies 
if appointed, shall exercise in respect of any 
cooperative society to which this Act applies, 
to the exclusion of Provincial Registrar, the 
powers and functions exercisable by the Registrar 
of Cooperative Societies of the Province in 
which such society is actually registered.” 

In terms of the above provision, ones a Central Registrar is 

appointed, the State Registrars have no jurisdiction over 

multi-state societies. Prior to 1956, there was also no 

i 

provision in the Act for the delegation of the powers of the 
Central Registrar to the State Registrars of Cooperative 
Societies. An important provision incorporated in the presenl 
Act by the States Reorganisation Act, 1956, 
is section 5B which provides for 



delegation of the powers of the Central Registrar to orncers oi 
the Central and the State Governments. 

5.6 For the first time, in December, 1956, the Central 
Government appointed the Joint Secretary incharge of 
Cooperation in the Ministry of Agriculture as the Central 
Registrar of Cooperative Societies. Simultaneously, in terms 

of Section 5B, the powers of the Central Registrar were also 
delegated to some of the officers of the State and the Central 
Governments; but this was restricted to the reconstitution, 
reorganisation or dissolution of multi—unit cooperative societies 
Obviously, this was meant for the societies that became multi- 
state societies as a result of the reorganisation of States in 
1956. A copy of the Notification No.F.11.22/56-Coop. dated the 
29th December, 1956 is given at Annexure XIV. The question of 
administration of the MUC3 Act was considered in detail by 
the Union Department of Cooperation in I960, and all the powers 0 
the Central Registrar vers also conferred on the State Registrars 
of Cooperative Societies in respect of multi—state societies 
actually registered or deemed to be registered in their 
respective States, in May, I960. As the delegation was made 
only in favour of Registrar of a State, it was found that, in 
some cases, even junior officers of the State Cooperative 
Departments were exercising the powers of the Central Registrar, 
and this led to complications in certain cases. The Union 
Department of Cooperation, therefore, decided in June, 1961 to 
delegate the powers of the Central Registrar to the State 
Registrars by neme; as and when there has been a change of 
Registrar in a State, the Union Department of Hooperation has 
been issuing revised notifications. 
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5.7 Until March, 1971, a State Registrar exercised all the 

powers of the Central Registrar in respect of all multi-state 
societies registered or deemed to be registered in his State. 

The Union Department of Cooperation reviewed the position 
of conferment of powers on State Registrars and decided that 
the Central Registrar, to the exclusion of the State Registrar 
concerned, should exercise powers in respect of national federations 
in certain matters like amendment of bye-laws, management of 
societies etc. In their Notification No.L.1101l/2/70-Coordn. 
dated the 27th March, 1971, the Central Government directed that 
the powers and authority in respect of certain national federations 
and also the Indian Farmers' Fertilisers Cooperative Limited, which 
is the biggest cooperative venture in the country, could 
be exercised by the State Registrars in relation only to matters 
pertaining to audit, settlement of disputes, appeals, revision 
and review and execution of awards, decisions, decrees and orders. 

In respect of other societies, the State Registrars could also 
exercise all the powers of the Central Registrar in respect of 
all matters. For the first tine, it was also indicated in 
the Notification that the State Registrars should comply with 
such directions as may be issued by the Central Registrar of 
Cooperative Societies. Another feature of this notification is 
that powers were conferred on the State Registars by designation 
and not by name; but, in terms of the notification, only a 
Registrar appointed by a State Government for the State as a 
whole under the provisions of the State Cooperative Societies Aot 
and not those to whom the power* of the Registrar are delegated, 
could exercise the powers of the Central Register. A copy of 
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the Notification is givei in AmexMre XV. 

5*8 The exercise of powers of the Central Registrar ty the 
State Registrar was considered by the Cbnferaiceof State 
Ministers of Cboperation held in October, 356l. The Conference 
suggested that, befbro registration of a rodcfty under the present 
Multi-Chit Act, the State Regtstae exorcising the powers of the 
Control Registrar should obtain the approval of tho C*ntrol 
Government. In pursuance of this, the Cbvemmcnt of India 
advised all Slate Governments that the State Registrars should 
obtain tho prior approvaL of the Central Government before 
registering any multi-unit so doty or registering any amdidnents to 
the by©J.aws of the existing societies. A ropy of the policy 
letter No. 3-14/®-Off dated the 24th November, l9 6i issued 
by the Central Government is at Aroexure XVI. These instiuctlons 
have sinco been revigod ty the tfaion Department of Cboperation 
in its letter No. L/ 13D 1*/ p/7l- Chord, dp.tod the 15th June, 

1971 (iinnoxure XVII). In this letter, the State Registrars 
were. Internal la, advised ns follows* 

(i) tfiy amendment to the tyelaws of a 

sing.e-state sc doty which has the effect of 
ronvoiting it into a multi-state rodety should 
not bo registered vithout the prior approval 
of the Central Registrar. 

(ii) The approval of the Control Registrar may be 
obtained before registering amenctoents to the 
byelaws of existing multi-state roop eratiaa 
sodotics, if these rdatc to the oxtension 
of tho area of oporation of tho society. Other 
amendments may be roglstorod by tho Stato 
Registrars themselves, exorcising the powers of 
the GentraL Registrar. 

(ill) Registration of amendment of tydaws of so deties 
i-jhich have berome multi-state sodefties as a result 
of the r®rgcnlsation of States and-which are 
governed by section 54 o f the Multi-Hhit Cbopera- 
tive Societies Act, should have the prior approval 

* “> • L 
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Mjuatiaa, 

iLs&hsebl 

jndor tbs. 


g&aSafojy 


(iv) Sf>eolfio approval of the Central Registrar mojr be- 
obtained befbre registering a multi-state aoopera- 
tive society, 

5*9 We reaomm ended in part II of Chapter IV that any power 
or authority exercisable ty the Central Registrar under the MSC3 
Law should, in relation to euch sodetioa and such matters and 
object to such ©nditions as may be specified in the direction, 
be also exercisable ty such officers suhordlnate to the Central 
or the State Gbvemments provided that powers regarding 
registration of a multi-state sacierfy and the powers of the 
Cett%tal Registrar in relation to a national federation, should 
he exerdsable only ly the Central Rnfirtrar appointed by 
the Central Cbvemrneit. In other wards, the pattern of 
delegation of powers under the MSQS Law w>uld be broadly as tollove* 

(i) m respect of national federations, the powers of 

Central Registrar in respect of all matters 
cover od by the MSGS Law will bo exercised only 
l«r the Central Registrar appointed by the 
Cent rel Go vemrr. »nb. 

(ii) Ibwers of registration of all multi-state sodetloa, 

vpuld be erereised only by the Central Registrar 
appointed by the Central Government. 

(ill) In respect of so deties and matters not ©vered ty 

lt^ng (i) end (ii) above, the Central Government may 
delegate the powers of the Central It* gistzr.r to 
any officer subordinate to tho Central or the 
St at o Cb vemm ent s, 

6*23 The statutory responsibility of a Central Registrar 
(induding a person on *hom the powers of the Central Registrar 
are conferred under the Act) ©uld be broadly divide into tvo 
oategprieei 

(i) responsibility to discharge certain ftoctions himsdf 

e,g», registration of a sodety; registration of 
emenctaiesRt of lye-laws, supersession of rcanagangit 
of a society; ordering an" inquiry or inspection; 
ordering the vending up of a society; cancellation 
of rogiOration; arranging fbr audit, arbitration etc. 
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(li) powers to appoint persons fbr specific purposes o. • 
appointment of auditors, inquiry officers, 
administrators, arbitrators, liquidatore etc. 

Ibwen in respect of it® (i) mentioned above are to bo G -p; 

by the Central Government. lowers in regpeeft of (ii) abovo -i 

to be exercised by tho Central RagLstraror by an officer ... j? 

the Csitral or State (bvernment to whom powers in respect of 

itdn (i) are delegated by the Central Cbvernmait. 

5*11 J. .feint Secretary in the Ihion Dcpartaaeit of Gboperr.tlou 

ia now the Cmtral Registrar. Ke is performing tho functions 

of tho Central Registrar in addition to other major it^ns of 

writ relating to cooperative credit, planning and coordination, 

administration of the Dapaitment etc. There is no supporting 

staff exclusively earmarked fbrthe administration of the 

present MUGS let. 

5.12 is all the powers of the Central Registrar have also 
be«Ji delegated to State Registrars, the need fbr a separate 
administrative machinery fbr the administration of the 
present MUCS .let, has not been fait, ji unified legislation 
applicable to all multi-state so duties, as suggested by us, 
colls fbr adequate administrative machinery fbrthe administra¬ 
tion o f the Law. 

5.13 We have suggested in the preceding paragraphs that 

the Central Registrar should assume responsibility in reqpect of 
all national federations end alsa in respect of matters relating 
to the registration of all multi-state societies. He has alsa to 
hear appeal aspinet awards of arbitrators, orders of/ 
li<jiidatora eta. Besides statutory functions, in view of the 
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increasing/ important rol q o f national federations in the 
©sponsion and the strengthening of the cooperative mo van ent f- : 
the country, greater promotion cl and developmental regpon sibrlttios 
would devolve on the Central Registrar. We would, therefore, 
suggest that, as at present, a senior officer in the 
Uhion Department of Chop oration may be appointed as the 
Central Registrar under the MSCS Law* ^he now range of functions 
under the MSCS Law would certainly demand much of tho central 
BagLstiar‘s time and attention. It is important that, to 
function effectively, he should have adequate supporting staff 
to assist him. It is also necessary to appoint other offlcers 
and delegate ©me of the po vers of the Centre! Refistrar to 
than* The State Registrars 0 f Gboperative Societies or other 
senior officers of State Cbcperative Departments or other 
Departments dealing with ©operatives, ©did also be invested 
with the powers of the Central Registrar in respect of societies 
other than national federations ond in respect of matters other 
than registration of a multi-state society, 

.iD5,14 In the case of societies in respect of which the Central 

akk. 

Registrar will exercise powers under the MSCS Law to the 
exclusion of &ata Registrars, he has to appoint auditors, 
inspectors, inquiry officers and arbitrators, As the fentraL 
Registrar will be dealing with only bigger institutions^ we 
suggest that audit of those institutions ©uld be entrusted to 
chartered ac©untants, or, wherever neoessaS/, arrangements 
cduid be mr.de with the State Cooperative Dqpartmgit; he ©uld 
also utilise the services of the officers of the thJLon Department 
of Chop ©ration* Similarly* arbitration work ©uld be ©trusted 
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bo qualified,.arbitrators appointed for different Ssocieti 
For the purpose of inspection and inquiry into the affaire 
these societies, the Central Registrar nay utilise the ser 
of the officers of the Union Department of Cooperation, In the 
case of national federations for marketing and processing of 
agricultural produce, the services of officers of the NCDC 
might also be utilised. 

5.15 The State Registrars or other officers of the State 
Governments on whom the powers of the Central Registrar have bee 
delegated in respect of certain multi-state societies may 

use the State administrative machinery for inspection, audit, 
inquiry, arbitration etc., and wherever necessary, also 

appoint arbitrators and chartered accountants. 

5.16 For the administration of the MSCS Law and also to 
provide guidance, assistance and counsel to multi-state 
cooperative societies, we, thus, envisage comprehensive 
administrative arrangements* A senior officer in the 

Union Department of Cooperation will be the Central Registrar. 

He will be assisted by adequate supporting staff at the 
headquarters, which would also include officers on whom some 
of the powers of the Central Registrar might by conferred. 

He nay appoint chartered accountants and arbitrators for 
societies in respect of which he is directly responsible; 
inspection and inquiry ofvthese societies could be done 
through officers of the Union Department of Cooperation and 
the officers of the NCDC. The State Registrars or other 
senior officers of the State Cooperative Departments or other 



Departments dealing with cooperatives, could invested with 
the powers of the Central Registrar in respect of societies 
end matters other than those for which the Central Registrar 
is directly responsible; these officers could use the state 
machinery itself for audit, inquiry, inspection etc., and may 
also appoint chartered accountants and qualified arbitrators* 
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CONCLUDING 03Si£rtVrtTlJNS . 

The constitutional responsibility of the Central 

t 

Government for multi-state cooperative societies and the 
emergence of national federations in recent years, heve 
underlined the need for a comprehensive Central legislation 
governing various aspects of the functioning of multi-state 
cooperatives. We have, as required by our terms of 
reference, suggested in this deport a broad frame-work 
for the proposed ?1ulti-State Cooperative Societies legislation. 

The eontours of the legislation we have suggested, follow 
the general pattern of the Indian cooperative legislation; 
but, in filling in the details, necessary changes have been 
indicated to suit the requirements of multi-state cooperative 
societies, 

6,2 The scope of the legislation we have recommended, reflects 
the cooperative principles enunciated by the Commission on 
Cooperative Principles of the International Cooperative Alliance, 
Besides, State policies on Cooperation, which need legal 
recognition and support, and which are relevant to the multi-state 
societies, have been suggested for incorporation in the proposed 
legislation. In the Chapter on "Suggested Scope of the 
Proposed Legislation", besides recommending the lines on which 
provisions are to be made, and explaining the rationale underlying 
such provisions, we have also at the conclusion of each part 
of that Chapter, listed the types of provisions that may be made. 
We would hasten to add that thmse are not intended to be a draft 
of the proposed legislation; our main objective is to focus 
attention on the important points that need to be incorporated in 
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the proposed legislation. To give those provisions the shape o. 
a draft legi^laUon.^-a. suitable legal harness will be wcctssir?, 
6»3-- Oh some of the basic issues relating to membership, 
coMtitutlon of management, and finances of multi-state 
cooperatives, we have suggested a flexible approach to facilitate 
the growth, particularly of the national federations, to 
suit the needs of the fast expanding cooperative movement. 

-6*4 Begarding categorisation of societies for the purpose 
of delegation of the functions of the Central Begistrar, our 
view is that multi-state cooperative societies could be classified 
Jbrto two categories only viz., national federations and others. 

It is appropriate that the Central Registrar appointed by the 
Central Government should himself deal directly with the 
national federations. Registration of all multi-state 
societies should also be the responsibility of the Central 
Begistrar, An respect of other societies and other matters, the 
functions of the Central Registrar may be delegated to the 
officers of the Central Government, State Registrars and other 
senior officers of the State Cooperative Departments or othe^ 
Departments dealing with cooperatives. 

i 

6,5 In terms of the present Multi-Unit Cooperative Societies 
Act, 1942, different multi-state societies are governed 
by different State Cooperative Societies Acts, and all the 
powers of the Central Registrar have also been delegated to 
the State Registrars. The proposed legislation *ill bring 
under its purview all multi-state societies in respect of 
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all natters relating to incorporation, operation, manage--. .at, 
finances etc. The comprehensive legislation we have 
recommended, covering all multi-state societies and the 
pattern of delegation of powers of the Central Registrar 
and vesting the appellate powers in the Central Government 
invest the Central Registrar and the Central Government 
wi th Xarge executive responsibility for the promotion of 
multi-state societies and the administration of the 
legislation. This brings intro -focus the need for adequate 
administrative machinery. We have, therefore, suggested that 
a senior officer of the Union Department of Cooperation 
should he appointed, as at present, as the Central Registrar 
with adequate supporting staff including officers on whom 
some of the powers of the Central Registrar could be conferred. 
6.6 Cooperative movements, it is true, cannot be 
created by legislation; but it is equally true that, 

'without an appropriate legislative framework, a cooperative 
movement in the form of a growing economic organism, is 
not possible or even conceivable' . The suggested multi¬ 
state cooperative societies legislation is of special 
significance to the national federations which have a 
catalytic role in fostering a strong, healthy, democratic 
cooperative movement in the eountry for the benefit of 
the farmer, the artisan and the worker. Our labour, 
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we consider, would oe amply rewarded if our suggestions 
and recommendations help in designing early an appropriate 
legislation for the multi-state cooperative societies* 


(Qdaybhansinhji) 
Chairman. 

CS.S. Puri) 

CH.M. Josh!) 
(C.D. Datey) 

(L.N. Rena) 
(M.M.K. Wall) 

CP.L. Gupta) 

(S. Dandapani) 


(A. Das) 

Member-Secretary. 
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ANNEXURE - I 


( To be published In. the Gazette of India* Part I Section I ) 


Government of India 

Ministry of Food, Agriculture, Community Development and Cooperation 

(Department of Cooperation) 


New Delhi, the 4th March, 1971. 

NOTIFICATION 

No.L/l1011/7/70-Coord . 

Cooperative societies with objects extending beyond one 
State, are at present governed by the Multi-Unit Cooperative 
Societies Act, 1942. At that time, there were very few multi-unit 
societies and most of them were employees' credit societies. 

Later, societies,which became multi-unit in character consequent 
on the reorganisation of states, have also been brought under 
this Act through amendment of this Act by virtue of the various 
State Re-organisation Acts. Under this Act, registration, 
amendments of bye-laws, liquidation, etc. are left to be governed 
by the respective Cooperative Societies Acts of the States where 
the principal place of business of the multi-unit cooperative society 
is situated. Thus, different la\ss apply to different multi-unit 
cooperative societies. 

There has been considerable development in the cooperative 
movement since 1942 and national level cooperative federations 
have been formed in various spheres of cooperative activity. 

In the Fourth Five Year Plan, large reliance is placed on these 
national level cooperative federations for providing effective 
leadership and guidance to the cooperative movement in the 
country. Several multi-unit cooperative societies having 
inter-State membership and business transactions extending'over 
more than one state have also come into existence. 

The Working Group on Cooperation set up by the Adminis¬ 
trative Reforms Commission had suggested that the 
"emergence of national .and regional federations and 
growing inter-state relations between cooperatives require a 
full-fledged central legislation governing various aspects of 
these societies". A Study Group appointed by the National. 

Cooperative Union of India had also urged that the National_, 

rqyelrobtiper'd.t'lvtf organisations should be brought under the 
direct control of the Central Registrar and, for this purpose, 
a comprehensive multi-unit cooperative societies legislation 
should be enacted. 

The Government of India recognises the need for a 
comprehensive central legislation for multi-unit cooperative 
societies and have decided to appoint an Expert Committee with 



the following members:- x 

1. Shri Udaybhansinhji, 

President, National Cooperative Union of 
India, 72-Jorbagh, New Delhi-3* 

2. Shri S.S. Puri, Joint Secretary to the • 
Government of India, Planning Commission, 

New Delhi. 

3. Shri H.M. Joshi, General Manager, 

Gujarat State Cooperative Land Development 
Bank Limited, Ahmedabad. 

4. Dr. C,D. Datey, Chief Officer, 

Agricultural Credit Department, 

Reserve Bank of India, Bombay. 

5. Shri L.N. Renu, Commissioner (Industrial 
Cooperatives), Ministry of Industrial Deve¬ 
lopment and Internal Trade (Department of 
Industrial Developrneht) , Udyog Bhavan, 

New Delhi. 

6. Shri M.M.K. Wali, Secretary, National 
Cooperative Development Corporation, C-56, 
South Extension (Part II), New Delhi-49* 

7. Shri P.L. Gupta, Additional Legislative 
Counsel, Ministry of Law, Shastri Bhavan, 

New Delhi. 

8. Dr. S.Dandapani, Deputy Director (Coopera¬ 
tives. Ministry of Railways (Railway Board), 
New Delhi. 

9. Shri A.Das, Joint Secretary to the Government 
of India, Ministry of Food, Agriculture, 
Community Development and Cooperation, 
(Department of Cooperation), New Delhi. 


Chairman 


Member 


Member 


Member 


Member 


Member 


Member 


Member 


Member 

Secretary 


The following will be the terms of the Committee:- 

1. To recommend the scope of comprehensive central 
legislation and the basis on which the same 

is to be framed; 

2. To consider the desirability of categorisation 
of multi-unit cooperative societies on the 
following or any other suitable busist- 

(i) National Cooperative Federations; 
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more than one state; 

(iii) Other multi-unit cooperative societies 

having objects extending beyond one state. 

3. To consider and recommend the extent of powers and responsi¬ 
bilities of the central authorities, and the extent to which 
the same can be delegated to the state authorities in respect 
of different categories. 

4. To consider other related matters. 

The Committee may undertake such tours ajs are necessary. 

s 

The Committee will submit its reports by)the 31st August, 1971.* 

The headquarters of the Committee will be at New Delhi. 


Sd/- 

(M.A. Quraishi) 

Additional Secretary to the Govt, of India. 


ORDER 


No.L/l 1011/7/70-Coord. Dated the 4th March, 1971. 

Ordered that a copy of the Notification be communicated to all 

° OnCe 0rdered also that the Notification be published in the Gazette 
of India for general information. 


sd/- 

(M.A."Quraishi) , 

Additional Secretary to the Government of India. 


The Manager, Government of India Press, 
^aridabad. 

Copy forwarded tos- 


1 . 

2 . 

3. 

4. 

5. 

6 . 

7. 

8 . 

9. 

11 . 


of Coop), 
of India, 
of Parliamentary 


All State Governments/Union Territories(Deptt. 

All Ministries and Departments of the Govt 
Lok Sabha Sectt./Rajya Sabha Sectt./Deptt. 

Affairs. „ ^ ... 

Planning Commission, New Delhi. 

Reserve Bank of India, Agricultural Credit Deptt., Bombay 
State Bank of India, Bombay. 

All Members of the Expert Committee. 

All Officers in the Department of Cooperation. . - - ■ 

Prime Minister's Sectt< 10. NCUI, 72"r<)orbagh, New Delhi—3 
Parliament Library. 12. Registrars of Coop. Societies 
All States/ Union Territories. 






were r eceived. 


1. Registrar of Cooperative Societies, Andhra Pradesh. 

2. Registrar of Cooperative Societies, Assam. 

3. Registrar of Cooperative Societies, Gujarat. 

4 . Government of Haryana. 

5. Registrar of Cooperative Societies, Madhya Pradesh. 

6. Registrar of Cooperative Societies, Maharashtra. 

7. Government of Mysore. 

8. Registrar of Cooperative Societies, Orissa. 

9. Registrar of Cooperative Societies, Punjab. 

10. Registrar of Cooperative Societies, Uttar Pradesh. 

11. Registrar of Cooperative Societies, West Bengal. 

12. Delhi Administration. 

13. Chandigarh Administration. 

14. National Agricultural Cooperative Marketing Federation. 

15. All India Handloom Fabric Marketing Society. 

16. National Cooperative Dairy Federation of India. 

17. All India State Cooperative Banks Federation. 

18. National Cooperative Consumer Federation. 



1. Shri J.C. Ryan, Retired Chief Officer, Agri. Credit 
Department, Reserve Bank of India. 

2. Shri V.P. Sethi, General Manager, NCCF. 

3. Shri M.L. Choudhry, Chairman, National Agricultural Cooperative 

Marketing Federation. 

4. Shri J.K. Verma, Managing Director, NAFED. 

5. Shri P.S. Rajagopal Naidu, President, National 
Federations? Cooperative Sugar Factories. 

• 6. Shri Maghan Dhai Patel, Vice Chairman, All India State 

■ Coo perative Banks Federation. 

7. Shri R.C. Dwivedi, Director, NCUI. 

• 8. Shri Mahabir Das, Chairman, National Federation of 

Industrial Cooperatives, 
b. Shri V.R.N. Sarma, Secretary, NFIC. 

10. Shri P.N.S. Pillai, Chairman, All India Coffee Workers 
Cooperative Societies Federation. 

11. Shri H,S. Negi, Managing Director, A.I.C.W.C.S.F. 

12. Shri V.P. Singh, Jt. Secretary, N.C.U.I. 

13. Shri D.Ramiah, Adnn, Officer, National Cooperative 
Dairy Federation of India. 

14. Shri S. Hashim Ali,. Regr. - of Coop. Societies, Andhra Pradesh. 

15. Shri S.V. Saran, Regr. of Coop. Societies, Bihar. 

16. Shri G.L. OaLlur, Secretary, Cooperation, Haryana. 

17. Shri A.X. Gosvami, Regr. of Coop. Societies, Himachal Pradesh. 

18. Dr. A.U. Shaikh, Secretary, Cooperation, Maharashtra. 

19» Shri N.S. Pandit, Dy. Secretary, Cooperation, Maharashtra. 

20. Shri R.A. Zubairy, Regr. of Coop. Societies, Maharashtra. 



(v) 

21* Shri C.S, Hubli, Jt. Regr. of Coop, Societies, Mysore. 

22. Shri M.S. Gill, Regr. of Coop. Societies, Punjab. 

23. Shri A.S. Sodhi, Jt. Regr. of Coop. Socs., Punjab. 

24. Shri B.Hooja, Secretary, Cooperation, Rajasthan. 

25» Shri K. V. . Sankaxan, Regr. of Coop. Societies, Rajasthan. 

26. Shri K.Keshav Kini, Addl.'Regr. of Coop. Socs., Tamil Nadu. 

27. Shri E. Venkatachalan, Jt. Regr. of Coop. Socs., Tamil Nadu. 

28. Shri S.B. Saran, Regr. of Coop. Societies, U.P. 

29. Shri D.K. Guha, Secretary, Cooperation, West Bengal. 

30. Shri A.K. Chatterjee, Regr. of Coop. Societies, VJ.Bengali 

31. Shri Madan Jha, R.C.S./Spl, Secretary, Cooperation, Delhi.- 

32. Shri 8.L. Chopra, Secretary, Cooperation, Manipur. 

33. Shri N, S. Mukundah, ^Secretary, Cooperation, Pondicherry. 
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MULTI-UNIT gPOFERaTIVE S O (2 EEIES, ACT 
ACT NO. Hof 1942 


(As amended upto 30th Septgubeiv 1966) 

The following Act of the Indian Legislature received 
the assent of the Cbveinor General on the 3^d March* 1942* 
and Is hereby promulgated for general infbanation, 

,31 Act to provide for the incorporation* relation 
and winding up of Cboperative Societies »Ath objects not 
confined to one province. 

VJHBKEAS it is expedient to provide for the incorporation 
reflation and winding up of Cboperative Sbcieties with objects 
not confined to one provincej it is hereby enacted as follows* 

1 « Sbo jt title eict^it and application - (l) This Act 
may be called the Multi-lhit Cboperative & d*fcl«s Act 1943. 


(2) It ext aids to the thole of India except the State 
of Jammu & Kashmir, (Amended under Act 34 of 1956). 

(3) It applies to all ^operative Societies with objects 
not mnfinrod to one province in® roorated before the rommei cement 
of this Act under the Gboperstive Sbcieties Act* II of 1912, 

or under any Act relating to Cboperative Societies in force in any 
province and to ell Cboperative Societies with objects not 
confined to one province to be in®rporated after the ©mmen ce®ent 
of this Act. 


aftfajltolkla Agt flppUgd. 


! before mmm^lc smral ._ Qj Lt his 


(l) A Cboperative Society to vJhich this Act applies which 
has be^i roistered in any province under the law relating 
to ©operative societies in force in that province shall be 
deemed in any other province to which its objects extend to be 
duly registered in that other province under the law there in 
force relating to ©operative societies, but shall, save as 
provided in sub-sections (2) and (3) be subject for all the 
purposes of registeration* control and dissolution to the 
law relating to ©operative societies in force for the 
time being in the province in vhich it is actually registered. 


(2) inhere any such cooperative society hag established 
before the coma-nee®ait of this Act efr establishes after the 
©mmaicgaent of this Act a branch or place of business in a 
province other than that in which it is actually re^st ered» 
it shall, within six months from the ©mmdicendit of the A<* 
or the date of estabLihm<3vt of the branch or place of business* 
as the case may be, furnish to the Registrar of ^operative 
So cidties of the province in which such branch or-place of 
business is situated a ropy of its registered bye-laws. 
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(1) The Central Ooverakent may, if it thinks fit aoooint 
a Central Registrar of ^operative Societies, “ 

(2) The Omtral Registrar of Cboperative adeties, if 

* l-oepetffc of any cooperative 
sociaty to which this lot applies, to the exclusion of 
provincial Registrar, the povtf’s and functions 

^sahl-e ly the Registrar of Cboperative Sbcioties 
of the Province in which such society is actually 
registered* 




Mfxm 


4w - 7 X f *** ®opNative society fails to fUrnish the 

in&flnation tfcich it is retired to fUrnish ty or under sub¬ 
section (2) of section 2 or subjection ( 2 ) of section 3, 0 r 
to artmit any returns retired to be sibmittod under either of 
those sub-section a, the so deity, and any officer or men bar of 
the society responsible fbr the failur* shall each be liaULe 

\ fr® a$ir °* fcend 150 aft y rupeoB, and the redstration 

of the society may, at tho discretion of the Registrar of 
(^operative Society of the provinco in ihlch the society 
is actually registered be can cellod. 

51« (0 Wiere by virtue of the nj-o visions of Part I of tho 

States Reorganisation let, i95 6/or any other «iactm«t 
^htlng to r®realisation of States, any cooperative aodety 
irnich immediately bofiore the day on *£ich the reorggiigation 
aM.63 placg^, had its objects aonfined to on Q St e te beromotw 
as zTom that day, a multi-unit cooperative society it shall 
b n V e f® d *> > a ©operative sodety to whioh this let applies 
b0 . de f l0d be actually registered in the State in 
is dtuated^ 4 ^ PlaC0 ° f 1X181:1036 of the ©operative society 

4 .^ If Xt 10 th ® Central Register of ^operative 

£0 deties necessary or expedient that .any awch society should 
De reconstituted or reorganised in any manner or that it should 
be dissolved, the Central Registrar may, dth the approval of 
tho Central Qovernmmt place befbr e a meeting of the g«eml 
body of the society, held in such manner as may be prescribed 
by rules made under this let, a scheme fbr the reconstitution, 
reorganisation or dissolution of the sodety, including 
proposals regarding 

(a) tho fbima 4 " »n of new Cboperative Sod sties «nd the 
transfer -to in vhole or in pa rt, of the assets 
*nd liabL s of that society, or 

(b) the transfer in vfrole or in part, of the assets 

and liabilities of that sodety to any other ©opNative 
eodsty in eodstence immediately befbre the date of that 
meeting of the general tody* 


*tp sorted under States Reorganisation let of 1256 (let 87 of 39fc£Tlj&d) 
L Inserted under^P. end Madras (Ht e i*tion of boundaries) let: S 9 
(let 56 of 19591/ ' 



(ix) 

(3) If the schane is sanctioned.ty a resolution passed by 
a majority of the menters present at the said meeting, either 
without modifications or with modifications to which the Centrcl 
Registrar agrees, he shell certify the scheme and upon certiiication, 
the scheme shall, notwithstanding anything.to the contrary 
contained in any lav& regulation or tye-law fbr the time being in 
fbree, to be bdnding*on all the societies affected by the schane, 

as well as the shareholders and creditors of all such societies. 

(4) If the schane. is not sanctioned under sub-section (3), the 
Central Ragistmr may refer the schane to such Judge of the 
appropriate High Cburt, as may be nominated in this behalf by the 
Chief Justice thereof, and the decision of that judge in regard to 
the schane shall be final and shall be binding on all the societies 
affected hy the scheme as wall as the share-holders and creditors 
of all such societies. 

Explanation - in this sub-section "appropriate Hi^i Cburt" 
means the High Cburt within whose jurisdiction the principal, 
place of business of the Multi-Unit Cooperative Society is 
situated. 

(44) Notwithstanding anything contained in this Section, 
di ere a schema under sub-sect ion (2) includes ahy proposal 
regarding the transfer of the assets and liabilities of.any 
cooperative society to any other existing cooperative society 
referred to in cLaJUse (b) thereof, the schane^ ’ Bhall not be 
binding on that existing society ortho shareholders and creditors 
thereof, unless the proposal reg?rding suc£ transfer is accepted 
by the existing society by a resolution passed by a majority 
of the members present at a meeting of its ganeral body, 

5B. The Coitral Government may, by notification in the official 
Gazette, direct that any power of authority exerdsaWLa by the 
Central Re^strar of Chop ©rati vo Societies under this Act shall, 
in relation to such matters and subject to such conditions as mqy 
bo specified in the direction, be eocerdsabLo also by such 
• Registrar of Cooperative Sb deties of a State or by such officer 
subordinate to the Central Government or to a State Government as 
may be specified in the notification. 

Inserted und«i*5G(i) Where, in reqpect of any cooperative godety specified 
who Rarahey in the twelfth Schedule, which under the provisions of sub-section 
reorganisation (1) of-Section 5A becomes a multi-unit cooperative sodety, the 
Act, 19CD. Board of Directors unanimously adopts ahy schane fbr the 

reconstitution, reorganisation or dissolution of the Society, 
including, proposals fbr the fbm.-tion of now cooperative 
societies and the transfer therdto of the assets and liabilities 
and employees of that society and the State Government of Bombay 
certified the schane at any time before the let day of May, 1903, 
than notwithstanding anything contained in sub-section (2) or 
sub-section (3) or sub-section ('4) of the said section or ahy 
other law, regulation or bye-law fbr the time being in fbree 



<*) 


In relation to that society* the scheme g> certified shall be 
binding on all societies, affected fcy the- schane, as well as 
share bolder Si creditors and employees of ell such sodetiesb 
subject to such financial adjustmaits aB ni P y be directed in this 
behd.f under sub-section (?}, but no ^.ch schane shall be 
given affect to befor-* the r rj. c] da.'’"* 

(2) When a schsne in respd of a cooperative ssciety is 
so certified, the Gsntrol Registrar shall place the sohane at a 
meetingj held in such manner p.s may be proscribed ty rules 

made under this Act. of all the persons who, immediately before the 
date of certification, of the schane ware moabers of the society 
end the scheme may be approved ’ey a resolution passed by a 
majority of the menber s present and icting at the saJ.cl meeting* 

( 3 ) If the schane is not so approved, or is approved with 
modification, the Central. Registrar may refer the scheme to 
such judge of the High* Cburt at Bombay as may be nominated 

in this behalf by the Chief Justice thereof and the judge may 
direct such financial adjustments to be made among the societies 
affected as he deems necessary, and the scheme shall be deemed 
to be approved subject to these financial adjustments. 


toflflrtad by 

gQgfrkq.70.of. 

flaprgafij.aa- 
tkfl.Aqfr. J.966, 


( 4 ) If in oonsequence of the directions given under sub¬ 
sections ( 3 ) a society becomes liable to pay any sum of monqjr, 
the State vdthin whose eFea the society is located shall be 
liable as guarantor in respect of the paymaat of 31 ch money. 

50(l) Where, in respect of any cooperative society epedfled 
in the Jlfteenth Schedule to the Punjab Reorganisation Act, 1366 
vhich under the pro visions of sub-section ( 1 ) of section 5A would 
become a multi-unit cooperative society, the-Hoard of D1 recto rg 
adopts, ty a majority of not less than three-fourths of the 
directors, any schane foj’ the reconstitution, reorganisation - 
or dissolution of the society, in eluding proposal s regarding - 


(a) the fbnnation of new cooperative societies and the 
transfer thereto, in whole or in pa 1 "* 1 , of the assets and 
liabilities and employees of that society; or 

(b) the transfer, in whole or in part, of the assets and 
liabilities and enployens of that society to any other 
cooperative sJciety in the exiting State of Punjab or in the 
Union territory of Himachal Pradesh; 


and the St a te Government of Punjab certified the scheme 
at any time before the l&t day of November, 1966 thm, 
notwithstanding anything contained in sub-section ( 2 ) or 
sub-section (3) or sub-section ( 4 ) of the said section or any 
other law, regulation or bye-law for the time being in force 
in relation to that society, the schane s> certified shall be 
binding on all a> deities affeded ly the scheme* as wall as 
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shar« holder^ creditors and anployees of ail each sscieties, 

0ibjact to such financial adjustments as may be directed ?n 
this behalf under sub_ sect ion (3), but no such schema shall 
be given effect to befbre the said dry. 

Provided that where a schane includes any proposal 
regarding the transfer of assets and liabilities ar.' 1 crployees 
to any ©opamative ©ciefcy reflrmd to in a clr.uae (b). the 
schane shall not be bin ding on that ejdfcting society or the 
shareholders and creditors thereof, unless tho propose! relating 
to such transfer ig accepted bf the eod{ting society by n resolution 
passed ly a majority of the ma-.bd’7, p rofm t a t a r. r o i. 
its genorsl tody? 

(2) Mhei a schane in respect of a ©operative society is 

ad certified, the Central Registrar shall pi a cs the scheme at 
a meeting, held in such manner -as may be prescribed ty rules 
made under this del, of all the persons who, .imm edict if v before 
the d ate of cert iil catr.on of the scheme, vsr3 n an bo of tnj 

society, and the scheme may be approved ty a resolution ported 
Toy a majority of the members present and voting at the &?.tcl 
meeting, 

(3) If the schane is not so approved or Is approved 
with modifications, the Central Registrar may refer the schane 
to such Judge of the -Ugh Cburt of Punjab and ifasy^a ns may 
be nominated in this behalf ly tho Chi of Justice tharecf end 
the judge may direct such financial adjustments to be made 
among the societies affected as he deans necessary, and the 
schema shell be deemed to be approved subject to those f-Jn.cn ciol 
adjustments. 

(4) If, in ©nsequence of the directions given under 
sub-section (3), a society boxm'ea liable to pay any gxc of 
raonqjr, -he successor # at <? vibhip. -;'0 so arc'.’, the sc- ci et f is 
located shall be deemed to be gianv-toi in redact of the 
payment of such mon<y and shall bo 1 table as sicho 

6 * (l) Phuar.of the Central Cbvemment to make rule*. 

The Central Government may, by notification in the official. 

Gazette, make rules for carrying into effect the provisions 
of this Act, 

(?) Every rule made under t; his section shall belaid as 
©on as may be after it is made, befbrn each fbusoof Parliament 
while it is in session fb r .« total period of thirty days which 
mqy be comprised in one session or In two successive sessions, 
and if, before the expiry of the lemior In >hica \t is 50 laid 
or the session, immediately folio i -yi both Hjuses agree in making 
any modification in the -nicer hr Y\ Houses agree that the rule 
should not be made, the ruu.t rmll th 3r3p.iter hc.vo effect only 
in such modified Jfrna cr beef no effect, as the case my bo, 

S3 however that any such mdiflc, & ti .1. or annulrasit shall be 
wit ho ut prejudice to the "alidity of pnythjng previously (bne 
under that rule. 



Annexure IV 


(xii) 

MULTI-UNIT ©-OPERATIVE SDGIOTES MILES, 1958 
( As amended up to 33th Sqptgnber, 1966 ) 


la exercise of the powers conferred ty section 6of the 
Multi-lhit Cboperative S> defies Art,. 1942 ('/I of 1942), the- 
Central. Cb'rexejment herel? maheg the fblloying rt-l ©s, nsjady*- 

3 > Short Titlet- These rules may be colled the Multi-Unit 
Cboperativo S> dsties R-'les, 1958* 

2* Definition t- In these rules, unless the contact othardse 
retUlress- 

(a) ’Act* means the Multi-Riit %0^erntive Sbdotles 
Act, 3.942s 

(b) * CbntraL Registrar 1 means t&» Central Registrar of 

Cooperative Societies appointed under section 4 of 
the Act end includes ah/ officer to xhun an/ power 
or authority axerd salle if the Cfcntrhl , Registrar 
has been del egntad under a action 5B of trt.t Act) 

tc) T general tody 1 in relation to a ©dety to whSuofa 
the pro visions o f section 59 (or Section 5D) of the 
Act apply, means all per go ns who, -InmeeUtaLy before 
the-date cf certification o-f the scheme .unde? 
sub-section (x) (o f the said section 5 0 or 5.D) 
were members of the sc defy; 

(d) • Bchane’meaPs a scheme prqoafed ly the Central 

Re $. strar-and approvod.-ty the Central Cb vehement 
under sub-section ( 2 ) of Section 5 A, or a .scheme 
certified ly tho j’Stato Gbvemm^t of Ebmbgjr under 
sub-section (l) of section 50 £>t the State Cevesment 
of Punjab under sub-section ( 5 ) (of section 5D) 
of the Act; 

(e) ’so doty 1 meahs a cooperative soddy to which 
the provisions of section 5A or-section 50 
(or section 5t>) of the Act apply.* 

3* ‘ Gbpy of the Schane to be forwarded to Sb detyi- The C©traL 
Hg^strar shall fbrward a copy of the schene to the President 
or Chairman of the Society with the direction that tho scheme 
may be placed bef&r q a meeting of the general tody of the , 
sedety facially ©avefted &■? the pttipoise*. - 
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*4. Notice to menb<rs etc* ( 3 ) The meting referred to in 

rule 3 shall be ..convened not less than 40 days after the 
date of issue of not?. ees to the members ana creditors of 
the S3 doty in the manner sped fled ?n sub-rules (2) and (3)* 

(Provided that in rdation to any scbene certified 
under section ED of the Act, this sub-rule shall, 
have effect subject 'bo the nodification that fbr 
the figures aJ-c vord" 43 days", the figurao end 
yprd* .1.5 days' 1 shall be substituted*) 

( 2 ) A written notice specifying the date, tour and place 
of meeting shall be given to evjiy menber and shill be 
accpmDcfisd by a copy of the s eigne to be considered at the 
mooting the notice to each nemos-' shell - 

(1) be delivered or tendered to him in person; 


(ii) be sent to him by registered po it or 


(iii) be served on him in gAch other manner as may be 

qaecf-fi ed in the iyo-l awe o f the scoiety# 


(5) Notice of thed ate, hour and place of the meeting and 
the business to be trisected there ft sba*JL bo given to the 
creditors ty publishing it in at loa«t three newspapors 
ci.r nilr.ti’' g in tha distri ct in \ti\cA the head 01 "bee c J the 

society is situated.* 

5* Right 0f Members! «Asy menberof the society mqy, not^thstgpd 
ing anything contained in any rule or brs-lnwof the society, 
intimate to the society within a period of one month from is no 
date of the issue of the notice to him under male 4, his intention 
not to beaoma a monbe.r of shy of the new g3cioti.es or to 
continue his msnbership in "uo reon, ti luted or ami gemnted 
eociety, as the cage m.T be. 


(Provided that in relation to any schane certified 
under section 5 D of the Act, this rule shell have 
effect subject to the modification that for the 
'■vords ! bnemontn n , the icrds 'ten d oyo" shell be 
substituted) * 


6. Right of creditors* Jt iy creditor of the society may, 

no t wi t he t yi di.n g any a groom ent to the contrary, ly no tics 
giv^i to the society -,Atbin the period cpeaafiea in rule 5, 
dam and a return of the no unt u'.o to him. 


*7, Sanctioning af scheme* The Central Registrar shall take 
sts to gi.ve effect to* 



(xiv) 

(a) in the case of a socialr to wbioh the provisions 

of section 5Aof the Act apply, the scheme sectioned 
under sub-section (3) of that Section or the 
decision of the judge in regard ^ the scfeane under 
sub—section (4) of that section) 

(b) in the case of a society to which th a poo visions 

of section SO ( or section 5 E)'o f the Ipt apply, 
the schaio appro ved under sub-section (or denned 
to be approved under sub-section (. 3 ) oTWeption SO 
(or section SE) o f the Act** 

8, Action by Register in certain_caseel- Notvith^tahQing 

anything to the contrary contained in eny~rui'es"irr bye-1•>, • 
gpveasnirg the society, where'the Oertral ^Ufdstmr .'.s 
satisfied that the President or ChaiJUan of the^society 
has failed to convme a special meeting a© required under 
rulo 5* the Gent.mi Registrar shall <onr*eO<a e, meeting of the 
g&i&fsiH body of tho society after giving fourteen dqj's 
notice to all members and creditors of th*$ focrety an<T 
thereupon, the provisions of nil63 5 to 7 shall apply 
aeon rdln gly« 

9. '■* Bepeal and saving*- The MaltUlhit, Operative fccietlea 
Buies 1P57 are hereby repeated*- 

Provided that anything cbne or any action taken under 

the s a idcrul©&-iihlcli..is-«crt in rocs’-stent with these 
rules shall be deemed to have Icon do no or taken 
under those ruloe* 


f. Inserted Ty Multi-liiit CbopeTatlve & deties (Amer-dneht) 
Rd.es, 19^). (1) Inserted hy'Mitl-IIhit Chop* Odettes 
(Araefidment) Rules, 






Szmgsu. 

fe. of lOntfitlnr 


%• National level institutions ±2 

£• Credit 3>deties ® 

5* Mark ding/P to cessing/St© rage 8 

4* . In dust rial 3D 

5. Publishers' & Writers' 6 

6. Transport 4 

7. MisccllantDUa & eieties 14 

Tatali 121 





(xvi) 

Llat of Multi-lhit Cboperative fr) nidfcine. 


National.Iaatol.Iaa£itufclon.a> ahatwof fogiatmtinn 


1* Notional Gboporative thion of India 

f 

2. 4L1 India Central Land Development 

Banks* Cboperativo Union 

5. AL1 India State (boperatlve Banks 
• Federation, 

4. *ill India Federation of Gboporative 
ginning Mills 

5. ill India Industrial Cboperative Banks* 
Federation. 

6. National Agricultural Cboperative 
Marketing Foi©ration. 


Delhi 


Aidhr a Pradesh 


Maharashtra 


n 


^reorg 


Oalhi 


7. National Federation of Cboperative SUgar 

Factories* • * ** 

8. 411 India (bffee vorkara* Cboperative 

S> deties Federation. " 

9. National Cooperative Gbnaiders Federation. R 

jfl. National Federation of Industrial Cbpperatives * 

11. National Cboperative of ft u ring Federation * 

12* National Cboperative Daisy Federation of 

India * 


Credit d at! ao/BaaLa» 

1. 5buth Central ^ Rail way Employees 

Cboperative Credit 5b deity. Andhra Prsdesh 

2. N,F, Railwayman' Credit Gbop. &>dety. Assam. 

3. The Valsad ZLllaSah. Bank Ltd. Oijaifet 

4. The Gujarat State Lend Development Bank * 

5. 3>uthem Qrjarat Industrie! Cboperative 

Bank Ltd. . ** 


6. Ibnbay State Cboperative Land Mart sage 
Bank Ltd. 


Maharashtra 
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7. Saraswat Cooperative Bank Ltd. Maharashtra 

8. Bombay Mercantile Gooperative Bank * 

9. Central Railway Employees Cboperative Bank 8 

10. M,S. Patel Cboperative Credit Society 8 

11. Jackson (bop. Bank of Western Railway. 8 

12. Central Bccise Q>11 ector^te Credit Society * 

13. Bombay Mercantile Chop. Bank Biployees 

Credit Society. 8 

14* Geoffrey Manners & Cb. Baployees Cboperative 

Credit Society. • 

15. Rap tokos Brett & Cb. Baployees Cboperative 

Credit Society. 8 

16 . BoyIndustrial Cbop. Baployees Credit 

So doty • 

17* Overseas Cbmmunication Cbop. Credit Society 8 

18 . Indokan Baployees Cbop. Credit Sodety 8 

30. Inspectorate of General Stores Baployees 

Cboperative Credit So deity. ■ 

2D. The Jain Sohokari Bank 8 

2JU SDth Centuijr Sox Staff Cbop. Credit Society. 8 

22. HorvraTd Market Cbamission Baployees 

Cbop. Credit Sod ety 8 

23. Mill era Cbop* Credit So dety, 8 

84. W.H.Brady & Cb* Baployees Cbop. Credit Society 8 

25. Binnah Shell Roiinbries Baployees (bop. Credit 

Society. 8 

26 . Firestone tyre .& Bibber Cb. Baployees Cbop. 

Credit Society. 8 

27* Cboks Bnployeos (bop. Credit So dety Ltd* 8 

28. Saanrao Vi that Cbop. Bank 8 

29. R.M.S.F. (bop. Credit So dety, 8 

3 D. Central Cird© Cbop. So doty. 8 
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3X* 

Bikaner Sail way Srsjnik SahakaTi BaJ^c 

Rajasthan 

32. 

Western Railway Bnplo/ees (bop. Crodit 3bdoty 

■ 

33. 

Rail we/ Baploy aes (bop. fib det/ Ltd. 

Tamilnadu 

34. 

Customs Bnplo/ees Cbopexr.tlve Credit 
fib diet/ Ltd. 

« 

35. 

Hamah Shell Bnplo/ees Cbop. fib dety Ltd. 

it 

36. 

Es© Ejnpio/eee Cboperntive Rdety Ltd. 

n 

37. 

General ELectrlc Cbmpany Bnplo/ees (bop. 

Credit So det/. 

it 

SB. 

Indian Overseas Bonk Bnplo/ees (bop. Credit 
$b doty. 

■ 

30. 

Rallies India Staff Cbop. fib det/. 

n 

40. 

Indian Bank Staff Qbop. fibdety Ltd. 

« 

41* 

State Bonk of India Staff Cbop. fib dety. 

■ 

42. 

Repatriates Cbop. Finance & Developmait Bank 

H 

43. 

fibuthem &y. BnployeoS Cbop. Credit fib det/. 

* 

44. 

Defence accounts Westom (bmmahd Qbop. Credit 
fib deity. 

Nttar PradeBh 

45. 

North East cm Railway Employees Qbop. Bonking 

3) deft/. 

• 

46. 

Mecbanicel D^ptt. Gboperative So det/ Ltd. 

• 

47. 

State Bank of India Baplo/ess Association 
(Bengal Girde) Cbop. So det/ Ltd. 

Vest Bengal 

48. 

Cgitrsl (bveoimant Rod Bnplo/ees 1 Chop. 

Credit fib det/ Ltd. 

h 

49. 

Stewarts Lyods Indian Ibbes Bnplo/eea^ 
Oboperitivo Crodit Rcidty Ltd. 

• 

50. 

Indian Oil finplo/oes 1 (bop. Credit Society 

« 

51. 

Sdrabhai (henicds Col out to. Staff Cfcop. 

Credit fibciety Ltd. 

• 

52. 

E.I. RL/. Bnplo/ees Qbop. Credit Society Ltd. 

» 
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5 3. CentraL Bonk National Employees’ Chop* Credit 
Society Ltd. : 

54. E.N.F. Jfeil.uey Chop. Bank Ltd* 

55. Gestures Employees Chop. Credit Society Etd* 

5 6 , S.E.Hy. Bcployces* Cbop. Urbrn Bank Ltd. 

. , ' ✓ 

57. S. &N.F. i$Ly. Junior Cbop. Credit Society Ltd. 

58. National Gaboon Employees Cbop. Credit Society 

* 

59. Hindustan Insurance Employees Cbop. Credit 
So cidty Ltd. 

• • 

60. Tisoo Calcutta Office Cbop. Credit SbcieJtyLtd* 

6i* Bank of Bikaner Bnployees Cbop* Credit 
Society Ltd* 

62 . Eh gin e Qoop. Credit Society Ltd. 

65. Defence Accounts Goop. Society Ltd. 

64. AEJCO Employees’ Cbop. Credit Society Ltd* 

65. Gramaphone Employees’ Cbop* Credit Society Ltd* 

I . 

t * a 

66 . Btfigal Immunity Employees Cbop. Credit 
So dety Ltd. 

67. State Bank of India, Staff Association 
Qoop. Credit society Ltd. 

68. The Farmers Cooperative Bank 

C. Mark etini/ Pro cess in 2 / Sto rage. 

U Cmt ml Tradin g So d ety 

2 . Sirl Hiianyckeshi Sahakcri Sekkore 
Kharkhan a Njyamit 

5. bfr 30 re State Arecanut Cooperative 
Marketing Federation Ltd* 

4* AL1 India JiandLoom Fabric Mktg, Cooperative 
Sodety. 


West Bengal 

* 

« 

i> 

it 

n 

n 

11 

■ 

• 

it 

it 

R 

It 

Delhi 

Aidh«a Pradesh 
Mysore 

r 

Maharashtra 
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5. 

U*P. GbopeTative Federation Ltd* 

Dttar Pradesh 

6. 

The Chandigarh (boperative (bid Storage 

♦aTdlgarh 

7. 

Mani Mirja (bop. Maricoting-cUm-Pio cessing 
ftciety Ltd. 


8. 

Ib aba Cboperative FLoo r Hill s 

Punjab. 

D. 

IftflttdferlaL 


1. 

Indian Fanners 1 Fertilizer Gboperatlve Ltd* 

Delhi 

2# 

Surat 2111a Qaxin Vi.hhag Khadl & Grotnodyo g 

Sah. Mnr.daLl Ltd. 

Chjarat 

s. 

Idar Chawodyog Shh. Mahdll Ltd* 

* 

4. 

ill India lfcol Industries Cboperatire Ltd* 

>Qreo re 

5. 

Punjab State Industrial Chop* Federation 

Chsndlgari 

6. 

Pmjsib State ipex Cbop* HondLoom Waavere 

So dot/ Ltd* 

• 

7. 

Pm jab State W>mcn l s Industrial (bop. Federation 

• 

8. 

The Punjab Farm Agricultural Implentfits 

Cbop. Industrial Sbcicty Ltd* 

« 

9. 

The AnbaLa Ex-Ssrvicanorit Gbop* Industrial 
cl sty Ltd* 

■ 

30* 

Industrial (boper&tive JbdLety* 

Haryana 

B. 

Publish era' & W-ltere' 


1. 

Akhil Bharatiya Sahakari Prakashan Ltd* 

Maharashtra 

2* 

Numdao Shlkshan Sihayok S^h. Mandal Ltd* 

» 

5. 

Lasers GbopeTativo Publication Sbdety Ltd* 

« 

4. 

Hindustan Sfjnachar Cboporative Sbdety Ltd* 

Delhi 

5. 

Nav-BhaTat Sahkarf. Prakashan PratistheP, Ltd* 

• 

F. 

Trsoppo-dL 


3* 

Anbola Ebo-Servioemtfi Cbop* Transport &5doty 

Ltd, 

Cha&dig&rfc 

2. 

Jahta (bop* Transport 3?deity Ltd. 

ft 

3. 

Janta Chop* Transport Sbdety Ltd. 

Rajasthan 
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4. JPaTbat Ibadwys Transport Chop. S>d«*y 

G« Hlamllpcmun typnw of SldLetlea* 

1* Hyderabad Agricultural Chop cr dive 

as© ci at Ion 

2m IJrderabad Cboperatlve (bmordal (^operative 

5. Jfederation of Industrial. Cboperative 

4, Choporativo Insurance 3)cJ.r+.y 

5* Hahatfi Cboporatlve Fruits & Vegetable 

Gm veT Mc.i 3 :et?ng So ri j';/» 

6. . thion Cboperative InsuraPoe Sbdety 

7* Ebmbajr Octroi Fxdse (hlledorate tftployees 

©op emt;L vo sPpp' y <£> ci wj 

8* Jagotpuru Siddosvjare Cboperatlve 
Hospital Ltd* 

9. CbopeTativo ELra & General Ihsuranoe 
Obop efati ve S' d ety . 

JD« Rsllvny Cbopemtlve Labour Cbntisadt 
Sbciet/. 

11, Indian Modi cal Practitioner CbopeTativo 
Phr-maciF and Store 

12, The Sblnik Cboperative House Hill ding 
Sb ci ety 

13* Indian Cbffee \prkers Gboperativo Society 
14, Indian Qbffee Ifcrkers (bopemtive Sbciety 


Fun jab 


Andhra Pradesh 

B 

* 

B 


Himachal 

Pro/ 5 esh, 

Maharashtra 

B 


Hysc re 
Tonil Nadu 

* 

B 

B 

Delhi 

Ibndi cherry* 
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Extracts from Qanada GbopeTatlve A©k> elation Bill 
ae passed- ty the Ibuse 9f Gbmnons of Ctfiada on 
let Dscsnbor, 2970* • 

X X X X X X X X X X X X X X X X X 
INCDHPOIUPON - 

6*(l) Any seven or more persons, each* Ojf who® has power undor 
lav to contra eft, who -.desire to associate themseLvee to geth-jr 
on a ©operative basis ftr any of the objects to which the 
legislative, authority of the Parliament of Canada extends, 
S3?*«pt f -y 

(a) the ©nstructlon or operation of, a railwy in 
Canada 

(b) the instruction or ©ikingof tdegnaph 
or telephone lines within Canada. 

(c) the business of insurance within the 
meaPingof the Canadian' snd British 
Insurance Cbmpdaies Act, 

(d) the business of a trust ©mparty within the 
meaning of the Trust Cbmpaniea Act, 

Co) the business of a loan ©mpany within the 
meaning of the loan Gbmpanios Act, 

(f) the business of bonking or the issue of 
- prper money. 

(g) the business of a, ©operative credit 
society or association within the moaning 

' of the Gboporative Credit Associations Act, 
and 

"(h) tho business of a credit union or coisso 
pupulairo, 

moy file vith the Mlnistor, in duplicate^ artldes of 
»?8Sociotion and draft charter tyo-lavs applying for 
incorporation as a cooperative as©elation. 

(2) Aiy t© or more ©operative associations that 
desire to as© date thcosolvos together on a ©operative 
basis ftr any or dl of the ftlloving objects* 

(a) any of tho objects fbr which aitidLes- 
of association may be filed under sub¬ 
section (l) 

(jb) carrying on, encouraging and assisting 
educational and adiisory ©rk reLatingto 
©operative enterprises, 



-thndltlon p recede** 4 - 

£q In m •* 


Oextifloato of 
la a>rpo ration • 


Effect of issuance 
o f eertifl cat oof 
in ©rpo region . 


(o) rendering services designed to sure 
efficiency and uniformity in the conduct 
of the business of manbor ©operative 
associations and standardising their 
book-keeping^ accounting and other procedures. 

(d) printing publishing and circulating any 
nev$>aper or other publication in the 
interest of ©operative giterprisea, 
principles or practices, and 

(e) cbing all other things that ore incidental 
or ©ndudlve to the attainment of any of 

;he above objects. 

aqy file with the Minister, in duplicate aTtldesof 
association and draft charter ty-lav applying fbr 
jn no tprt ration as a fgleration. 

(3) No as® elation shall be in©ppor a ted under this 
section unless the Minister is satisfied that 

(a) It d.11 cany on its undertaking in tw> 
or more provinces; and 

(b) it ijm have a fixed place of business 
in more than one province. 

t 

(4) there articles of as® elation and draft charter 
by-laws have been filed-an^Lac®rdance with 
sub-section (l) or (2), the Minister may, subject 
to sub-section ( 3 ), and 

(a) if he is satisfied that in©ipor&tion as an 
as ©elation is advioahLe, and 

(b) if he approves of the draft charter ty-JLaws, 

register the ortid.es of as®elation and draft charter 
by-laws and issue, under his seal of office, a certificate 
of ln©rporatlon to vhich shall be attached one ®py of 
the articles of association and draft charter ty-lavS. 


(5) On and after the date of issuance of a certificate 
of in © rpo ration, the subscribers to tho artidLos 
of association to vhfch the certificate relates 
and such other persons as thereafter from time to 
time be©me maulers of the as® elation ©ngtitute 
a tody ©rporate and politic to be operated 
on a ©operative basis. 


X X X X 
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JEQSSaE&LS l 

3beeoh of Sir PBnzll Ibbeaton while introducing 

Oopperatlva Credit fo'cietUs Billion the £3rd 
. October. 3903 

mfiPflRATTVE MfcLaogmM m 

The Hon f ble Sir Denzil Ibbeaton moved fbr leave to 
introduce a Bill to provide fbr the constitution and oontrol of 
cooperative credit societies. saidl- Lord, one of the 

moat difficult problems with which the an all agriculturist ia 
everywv/hore confronted is, to obtain the mon^y wldch is nooessary 
fbr his operations at a reasonable rate of interest. This is a 
state of affairs by no means peculiar to India. The petty* 
agricultural of Europe is fbr the most part flnanoed.ty borrowed 
capital, and there too ifce money-lender taken advantage of the 
exigencies of the cultivator to demand exorbitant tenna. In 
India, however, the problem is aggravated try the fact that Indian 
rates of interest are to some extent survivals from times when 
the secuiUy which the agriculturist had to offer was of far 
analler value then at present, and partly perhqos by the fact that, 
into moat Indian contracts there enters an element of orint&L 
hyperbole, fbr.. which fill allowance is made when the settlement 
is ty mutual oonsent, but which our Courts of Justice are fbr 
the most part unable to reoognise, 

"Some fifty years ago, the establishment of agricultural 
banks end of cooperative credit societLos fbr small men waP 
initiated in Germany by Schulze Dolitzch aPd Raffbisen 
'iT^octlvdly. The experiment passed through twenty years of 
struggle. aPd uncertainty; but eventually it auoceoded beyond 
all expectation, the inati. tutions of both classes now exceeding 
5,000 in number; and the example thus set has been initiated, 
with more or less modification, in many HuropeaP oountries where 
land is commonly in the hands of men of snail motfis." 

"Madras was the Indian province in which attention was & 
first turned to the subject. In that province an indigenous 
institution called a Nidbl had sprung into existence a t about 
the same time a s the movement to which I h a ve just referred 
began. These Nidhls a re modelled very michupon the lines of 
SnglAsl^uilding sacristies, aPd they find their clients epong 
a more, educated aPd advened class than that of the rural 
agriculturist, to whose needs their constitution is not well 
adapted. But the fact, that, notwithstanding numerous failures, 
and much discredit attendant upon a period of speculation, they 
have attained a very considerable degree of success, since at 
present they include sume 36,000 members with ap^-dup 
ojpitd of 75 lakhs, is encouraging as suggesting, the possi¬ 
bility of establishing true cooperative credit societies .sPong 
an Indian people.” 

•tit was the M a dr a s Government, then, who, towards the 
end of 1899 forwarded fbr the consideration of the Gov rnment 
' * a report upon the subject which had been prepared 
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under thaLr orders by Mr, (now Sir Jtedetick) Nicholson, and 
which is a monument of research and a p^rftnt storehouse of 
infbrmatton* While about the saPe time Mr, Depemex, a civilian 
in -fee United Provinces, published a took upon 1 Peoples' Banks 
fbr Northern India". 

•The Government of India flilly realised the doubts and 
difficulties which nust attend any atteapt to introdu<te the 
Raffeisen system into niraL India, hit they also reoognised 
the aiormous advantage which would result to tho Indian culti¬ 
vators if by any means they could be induced to utilise thair 
oombined savings under a system of cooperative credit, and so 
be freed, even partially, from the necessity of recourse to the 
professional money-lender. They, therefbxe, referred the , 
subject in its most general fbrm to local Governments fbr 
preliminary consideration and aiggastions. " 

"After some intermediate discussion, the opinions of 
LocaL Governments were considered in June 1901 ty a strong 
Committee undor the presidency of my Hon'bio colleague 
Sir Edward Law; and it was in the report of this conmitte, to 
which were attached a draft Bill and draft model schemes of 
msfiage®© n t fbr cooperative credit societies with liraLtedand 
unlimited liability re^ectively, that proposals fbr action first 
took a fbnn aufficientLy definite to allow of detailed 
discussion. Those proposals were referred to Lo*al Governments 
fbr ciiticisni, and it is upon a consideration of the replies 
which have boen received to this reference that the Government 
of India now propose to take action. " 

"While the sibj ect had thus been under discussion, a 
otrtain sgnoUnt of eopeiienco had been gained from experiments 
which had been made with varying success in several provinces 
of Northern India. In some cases failure had ensued, or was 
only averted by official support; tut in a few instances 
genuine success had bean achieved, and real cooperation fbr 
tbs purpose of utilising the combined credit had been arrived 
a t gnong a cultivating community." 

KTha thing, however, soon become sppanent that no real 
advsnos was possible without legiilation, The Cocpanies Act 
at present in foroe (Act VE of 1882) oontains 256 sections, 
and its elaborate provisions, however, necessary in the case 
of oomfcdnatLons of coital on u large scale, aTo wholly 
unsuited to societies of tho kind which we desire to eneexurafp* 
The first thing to be done, therefore, was to take such ■ 
societiss out of the operations of the general law on the 
subject, apri to substitute provisions specialty ad^ted to 
thoir constitution and objects. In tho pecond plaoe, it was 
desirable to confer upon thorn spociaL privileges and 
facilities,, in order to encourage their formation and assist 
their operations. And, thirdly, since they were to enjoy 
exemption .from the general law did facilities of a very 
special n a turo, it was very necessary to take such precautions 
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as might be needed in order to prevent peculators and 
capitwists from aVdUAttg ^themselves, under colourable pretexts 
of privileges which were not intended fbr t»o. Iheae three ends 
were the objects which we kpt in view in frying the legislation 
that I aP about to p repose". 

"When we oaPe to conaLder the details o t our Bill, we feund 
that we had before us ah extraprdinaxy diversity of* opinion, which 
extended in many cases to matters of principle, cPd who.ch refioctod, 
not only the individual convictions spd .ouperienoes of tho tutbo- 
rities consulted, tut also the infinite variety that characterless, 
the conditions with which we have to deal ahd the material with 
which we have to work. Bit aich diversity of opinion^as only to 
be ejected. The fact is that the whole business is of.the n a turo 
of an experiment, upon which.we are entering with avoty scanty 
knowledge tfid very little local experience and in which we shall 
hafre to fool our way c^tdLoualy, ahd .to gain cur experience as wo 
advance. We b a ve, it iB true, &iropean results, to glide us, end 
Birqpetfi up dels to imLt&to,. . Bit it by no means fbllow" that what 
succeeds in Biropo will -succeed also in India. Nof indeed is it 
probable that what is best suited to one part of this great country 
H tn always bo beat siited to rfiother, Hie conditions and the 
character and habits of the people vary infinitely; jpd we shall 
probably find that the instotutions which we desire to promote 
will tsfco widely differing fbrps ePQflg suoh widely different classes 
aa, fbr instgics, the yeomen of the Punjab, the.raiyats of Southern 
India, tfid the tantfits of Bengal,. If m institution of this sort, 
which depends upon tho people tpumgelves combining for thair nutoal 
advantage, is to sioc&od, it must be a s far as posable an indigenous 
and a nature growth. Jn ex© tic type may be fbreed by artificial 
atinulus to flourish fbr a whii^o, but can never expect it to take 
vigorous root, or to continue/tp fLourish when that sti m u l i ! s is 
withdrawn. Certain broad principles must be laid down, and certafln 
precautions mist bo insisted, upon; but within thorn principles and 
subject to those preemptions, the people must in the main be left 
to work out their own salvation on their own lines, the ihrtction of 
Gbvammsat being oonfined .to heqrty: aynpathy, assistance and advice." 

"(hided by theso consdd^rations, we h a vs kept two carding! 
objecta in view in frying the present Bill. The first is 
simplicity. Some of the schempg which wore laid befbre us were ffefr 
too elaborate fbr tbs comprehension of the classes fbr whom they 
were intended, hut who certainly cculd never have complied with 
th&ir provlsd^nse BLcplic^ty the first essential fbr success. 

Tho second is elasticity, *Our aim has been to lay down merely the 
goneraL,* outlines, and to i,oatb' the derails to be filled in 
gradually, on lines which the., cup alienee of failuirv ox*' aujoesci-. ^ 
and-the natural development., of the institutions may indicate aS 
best suited to each part of’ the country.- So far, therefore, aP 
it deals with tho constitution' of ths societLos, we have oonfined 
tho provisions of cur Bill ip those general principles which 
we e nsider that all cooperative credit societies should accept 
as tlP condition-of being permitted to enjoy the advantages 
afforded by our^/lagislation. There are other matters 
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in respect of whloh seme guidanoa cnd 801110 resttictlon will be 

neseccaFy; tot we have left than to bo dealt with by local 

Governments in accordance with local needs. In the exercise of 

the rule—m ding power which the Bill oonfers upon them. If the 

Bill passes into law, we shall iapre.ss upon those Governments ^at si, : icit; 

fr an ed under the law as they ate in the law itself, and that A and e. c - - 

eapeaiaUy in the first instance, and until farther experience VaW as •£.- 

has defined, fhe regulative interference* of (bvexnmerit should en ' fci s L - n r ' c 

be find, ted strictly to essentials, so as to leave ^onttneous rules 

growth unh^pered. Experiment is £* necessary within the province 

as it is within the Ikpiro,■ 

■Before terping to the actud provisions of the Bill, it 
will be vaLl to define as exactly as possible the precise Mature 
of the institutions which we desire to create and that wo shdl best 
do by defining the procisn object-with which we desire to create 
them. That object mgy porh^s bo dofinod as the onoourag^mont of 
individid thrift aid or muted cooperation epong the members, with 
S^viev to the utilisation of their oomtined credit, by the aid of 
thedr intimate knowledge of one another's moods end capacities and 
of the pressure of local public opinion." 

■The main object of cur endoavoura is to assist agricultural 
credit, which presents a fd“ more inportant end more difficult 
problem, then does Industrie! credit. Hit wo rocogri.se that artists, 
enployees on small pay, and other persons of email means redding 
in town, may very properly be admitted to the benefits of our 
legislation. We therefore provide for two dasses cf societies - 
rural, which are oocpas.d of agriculturists (a term which is not 
intended to include the wed tty rent-receivers) and urban which 
consists of artisans or other persons of limited me.vis. The members 
of a rurd society may live in % town; so dso the members of an 
urban society may live in a village but it must be one single village - 
a condition which will exclude in practlvo dl villages that not 
sufficiently large to possess an urban character. In the case of 
both dan a as we provide that the members must be small men, foi/we aye not ^ 
of the safne neighbourhood, dso the knowledge of one another / legisLa'kiug 
which is to guide them in their operations will be wanting; that for capita- 
new members shall be admitted by election only, thus securing that lists; tha 
touted confidence which is the only possible foundation of they trust 1 

cooperation; that a man must be a mymbqr before he can borrow from residents 
the society, ^icjijtaast in that c«padty have contributed to the finds 
of tho society; since our bads is muted cooperation; that money 
ah all not bo lent on .mortgage, «o that tho c^pitd may be liquid, 
and capable of ready redisatioa; tiiat the interest in a society which 
may bo help by a single narber in to be limited, in order to 
prevent 3 fi indlvidud from obtdfciny control, and that shades can 
be transferred aabject only to certain restrictions which are 
intruded to prevent speculation. We provide for a duple form of 
registration for oocpulsely dissolution, subject to qoped to 
tho Locd Government, in trdcr to sleet tho case of fr&td, or of 
bogus cooperative societies which flay have obtained the benefits 
of th; Act while not pursuing its Object; and for liquidation 
undor a dnple procedure jfid subject to floped to the GLvil (hurts* 
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*En the case of xuraL societies wo further insist 
upon unlimited liability, as best suited to the agricultural. cla^o•- 
to whom they kfff confined, and most oonsonant with the mutual 
confidence which is to fbm toeir basis, we lay down that no 
profit is to bo directly divided among toe members, sino3 their 
object is not to mske coney but to assist one another, and any 
surplus that may ao^Ue should either be carried to a reserve 
find, or be spiled to redicing toe rate of in taro at upon leans, 
and we forbid the society to bortfcw money without sanction, fbr 
it would often be worth while of a money 1 aider to risk his 
money in order to got a successful society into hi a power, and 
so to rid himself of a rival. We prohibit pawnbreking, since too 
basis of the operations should bo personal end.not. materiel 
security; but we allow agricultur<CL produce to be revived ns 
security or in payment and to be converted into money at any tine 
by the society, which will generally bo in a position to get a 
bettor price fbr it than en indebted cultivator aould obtain. 

Kin the oase of urban societies r a allow of limited 
liability and the distribution of profits, subject to the creation 
of a sufficient reserve find, and wo allow thorn to laid monoy to 
a rural society which is sitoatod in the sg*no district, #id with 
the dr cumst^ioes of which they have toeiefbre the opportunity of 
being acquainted. 

"Having this provided fbr tbs constitution of our societiea, 
and regulated their operations, we proceed to oonfer upon toco 
certain privileges. Wo except the shares or othor interests of 
members in the coital of a society from attachment fbr todr 
private debts, this onoouraging thrift, and giving stability to the 
operations of the society, wo relievo societies from the necessity 
fbr letters of administration or a succession certificate, we give 
them a lien upon certain fbrms of property when created or acquired 
by moans of a loan from them, until toe IdeJi is rspaid, *ad wo 
make an entry in too books of a society prima fade evidence in 
a suit to recover money die to it, We teko powers fbr the 
Governor General in Council to exenpt socaotLos end their 
operations from income-tax, atepp-diti.es, end registration-foos, 
and it is our intention to act upon those powers at eny rate in 
the fl rst instance. " 

"Finally, we provide fbr corpulsory inspection and aidit 
by a Govt.nu»nt offic-r, in orefcr to provide against mLmenagmmt 
and fr^id, to givo tho members and the public confidence in 
the sociotloa, and to justify the privileges which we oonfbr 
upon them, we make Government advances recoverable as arrears 
of land-revenue, wo oonfer a wide rule-making power upon Local 
Governments while indicating certain hoads unefcr which it will 
probably bo advisable to oxerciso it, end wo declare that the 
provisions of tho Indian Cocpanies A c t shall not qoply to 
societies rogistored under tho now law. 

"Thero nro fbur points of gome inportance as to which 
the Bill is silent, bit which havo been much discussed, £id 
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with gregt diversity of opinion; and I may perhaps briefly 
indicate -why-'our.proposals include no provision regaling them# 
Jhe^first is, the objects with vhich these societies nay n^ke lo^ns 
to their members# It h a s been strongly urged that no loans should 
be permitted except fbr productive expenditure, tfud especially 
th a * they diould not be gr a ted for such purpose a a m a rriages 
apd the like# We reoognise th a t there is much to be said both fbr 
did against the proposals, but ws h a ve finally decided to reject 
it, m a inly on the ground th a t whatever restrictions might be 
imposed by l a y, it would be impossible to enfbroa them, vhile 
their mere eodstenoe would enoourgge evasion ejud deceit* 

Moreover, we ate not without hope th a t the f a ct that a society 
refuses to lend riore thop Rs,50 to a member fbr a marriage, a s 
being as much a s he Can hope to repty, m^y not unfrequently le. a d 
to him limitJH^ his expenditure to Rs 50 insta^ of going to the 
mon<y lender ibr 8 s DO. 

■In the second pl a ce, it h a s been suggested that a summary 
procedure fbr the recovery of debt ^lould be pl a ced a t the 
dieposaL of these societies# It is true that the recovery of debt 
by civil suit is a tedious process, tfud that a society of the sorb 
we ate considering is perhaps the least, fitted of all agencies 
to conduct such a suit. But it is a serious m a tter to pl a ce our 
executive machinery a t the disposal of a priv a te creditor# £id 
above all, such artificial assistance would discourage the exercise 
of th a t vigil an oe.. a nd c a ution upon which these societies should 
depend fbr their security. With the locaL knowledge \hich will be 
a t their command, they should, if they conduct their affairs, 
prudently, hardly ever need to h a ve reoourae to a court. Iheir 
Strength should lie in th a t knowledge, and not in tpy special 
process of recovery. In the rula-n eking section we h a ve authorised 
Local Governments to provide for the settlement of disputes by 
arbitration if a society so wishes, ahd we do not propose to go 
further. 

■In the third pl a on, we h a ve been urged to prohibit compeund 
Interest# We h a ve had no hesitation in rejecting this suggestion# 
Cbmpiwund interest is a devilish engine in the hand of a creditor 
*hose whole object is to involve his debtor in his meshes# But 
fairly used, it i s just enough; and prompt reooveuy of debt is 
essential, to the working of these societies# Ihens ±3 a danger that 
they m.-y be too alack in dej-ing with their friends tfid neighbours 
d^d compound interest will provide a useful stimulus to the debtor# 

, *In the fburih place, we h a ve been a ^®d, with the object 
of giving gped-al eooourcement to -thrift to extend to mere 
deposits m^de by members with their societies, the seP® exemption 
fTon attachment fbr debt for ihich we h a ve provided in the o a ee 
of contributions th a t h a ve merged in the capital funds of the 
society; dud the precedent of Provident EUnds h a s been cjuoted 
in support of the proposal# We do not admit the rfialogy# 

Provident SUnds are protected not .ibr the widow 

and the orphanj a ,J d we do not think th a t thrift should be 
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enoourrfed wfcolesd-e «t the espouse of the* legitimate credit. The 
exception fo-r>hich m k a v« provided is confined within definite 
Units #id we do hot ptopose to extend it, 

"filch ay Lord, *re the outlines of the XegiaLation which 
I eP a tout to propose to Obundl, But legislation is useful only 
a* the bads of sabse^ent action; jpd the subject is of such great 
*pd general interest rfid importance th a t I think I dall .be justified 
in asking the Gbunpll to b$aF with me a little longer, while I 
briefly Scotch in outline ttie action which we propose to tjjce if 
our Bill beoones law* I have said th a t the whole hatter is tfi 
eaperinept that we shall h a ve to gain our ejqpertenoe a s we go. 

Under these circumstances it is essential to proceed graJu^Lly *fid 
with the greatest ception. We cannot hope to Sacsjpe failures, which 
dll Involve loss to individuals, jftd m a ry failures would set b a dc 
the cjpse which we h a ve a t heart, while a fev successful societies 
will qpegdlly find spontaneous imitators* If by a stoke of a pen 
I oould caver the country tomorrow with a net wotfc.of these 
societies, Z should decline to do so, until we know more about the 
farms-which willi&est suit the conditions with wdiioh we h a ve to dej.* 
gdd that knowledge only experience <&i te a oh us* 

•On the. other hepd, it ls > ^uhdtfitdy dear th a t no re^L advanoe 
will be a«3e without the active ancour^;cment apd assisttfice of 
•Government, We propose therefore, to ask Local Governments to select 
a few pl a oes in e a <h province in which to try the initio experiments. 
fo<y Should present gome variety of aonditfons, so as to afford . 
a wide experience jud important dement in the choice will be 
the persond character of the District Officer, spA the degree 
in which he possesses the confidence of cpd exercises influence over 
ttie people, X sh^Ll explain. passentOy how e» propose to relieve the 
District .Officer when the so(letd.ee h a ve once been formed* But it is 
he who must give the first impulse; he must explain the new l a w rfid 
pre a ch the new go op el; he must select the pl a oes in yhidh the experin ent 
is most likely to succeed, ^id must suggest to the people that they 
should try it, putting it to them as action to be t^en, not by 
Government but by themselves, >hile ejplcdning how far tfid in wh a t 
vgr Government is ready to help them. 

•indeed, the active assistance end support of the District 
Officer will be necessary in every case, until the new plgrt bafl 
taken firm root jpd is strong enough toet^id aLone, cpd the 
officer >ho is in immediate charge must work in constat consultation 
with him. But we do not propose to burden him with the detailed ears 
of the sooieties* Hon*ble Members will observe that the.Dill provides 
for the appointment in each province of & Registrar, to yhm 
somewhet extensive powers have been given in order to secure that 
our legislation is. not taken advefitage of by bogus societies# We 
purpose th a t he should be whole-time officer specially selected for the 
work tpd th a t to him should be entrusted the care and ftiperviaion 
of till the societies in.the provlnpe. Ihe advtfitgge of oonoentratdng 
this duty in a single pair of h^pds will be, that the experience of all the 
societies will he placed at th6 disposal of e&ch, slnos by watrhing 
developments under Various conditions the Begigtrah will gain. 
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e-Bv^rtUaoo ifaicb will render him aP invaluable .adviser: he will 
know vh a t h«e j»eo*eded in one pl«ce or failed in &nd 

will be in «"position to point out defects and' Biggest rcr.ecics 
to prevent the repetition of mistakes# Bbr the nrst few years 
lea^t he w^l oonst aptly be going round, visiting the societies 
apd Watching their progress, criticising aPd assisting- then, but 
a friendly gJviser r a ther th^n as an injecting; officer, is 
experience is atcnnulstsd spd the societies gal 11 strength aPd a#® 
jjile'to st^d aLone, and as their mmbers-multiply, the *diy nurse* 
element ymf di«aS>ear~from Ms duties, which will 1 becone more 
purely QffuUtf. JL#. 


as 


* » I have only one rsore point to touch upon# Tho first 

question that vdll ^be asked - that h a s indeed been asked aLre Q dy - 
is, vfr a t is Government going to do for these societies in the w?y 
of financial asststrfioe? I h a ve ©L ready Said th a t we propose to 
exempt fbr this present their profits did operations frpn income.- 
ta^ r st^up cities, gtd registration fees# We ^raLl d® authorise 
than to open public a ocopnts in the Post Office Savings B^s;' aPd 
these measures wl21 t/ «ffjply equally to urban tfid to 'rurd •societies# 
In the c a se of ux<)(P societies we propose to go no further# * 


»JS to vliether GoVerment should contribute to the cepitd 
of iur^l ^d.sties the most opposite aPd extreme views h a ve been 
.urged'upon us. It h a s been suggested th a t we should flnepoe then 
entirely, but such a procedure would be destructive of that thrift 
apd cooperation ©pd mutual self-help’ ihich it is our object to 
enoour^je. It has been proposed that the distribution of Government 
tak a vi advances should be-entrusted to these societies; tfid I 
thirSTit quite possible th a t some day we m*y be a ble to make use 
of those tfiong them which h a ve tgjcen root aPd flourished, apd v^lch 
stepd on a strong gid independent b a sts of their oval, aS VaLu^jle 
agencies for the purpose# But they mist lean* to Svdm befbre they 
aPh thrown into deep water; to take care of their own mon^r befbre 
they a *e trusted with much of ours; apd to allow them to regard 
themselves a* agencies for the distribution aPd reoovery of 
Government advices would wholly defe a t the object of their creation# 

"From the opposite point of view it h a s been a rguad th a t ary 
fin a ncij. assistance vh a tcver from Government must ob seen re the 
‘cooperative principle, did weaken the spirit of seif.dependence 
which we desire to foster;. gfid it h a s be® urged th a t Government 
should aonfiae itself to ^np a ti7 apd encouragement £pd mord 
support, To this it h a s been replied, tfid not without re a ®n, th a t 
a^sistEiice thus restricted would be but cold oomfbrts# Ws fUlly 
reaognise the danger which is pointed out jjid we propose bo to 
Unit our assistance as to minimise th a t dgiger as fa? a s possible 
by lying down th a t it must be preceded by apd must depend in its 
jfuount upon a genuine subscription by the people themselves. 

Out dt’bjebt t6 these conditions, we a re prepared to give Untficid 
•assiatffice a t the start. Wa believe th a t such assist^ica will h Q ve 
a vs?ue beyond its mere use a s capitd on ea^ terns, since it will 
•bo of the redity of the interest which Governnent 

t'kagin the-hatter, u:lle the terns to rfiich it win, be subject 
will stimul a tcr the thrift-'cpd self-halp th a t a *e to be a 
avadition, precedent. We do not contemplate th a t our aid win 
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® lw 5 S 4 b ^ n * aded * Both In the n a tter of detailed guidtfice tfid ox th c 
pin vision of finds, we shall not feel th a t we h a ve auccte^lod unless 
we even-tual^y find ourselves sble to withdraw, for, a s h aS been 
well said, cooperation met be built up from the bottom, not 
from the top. Rit for the present, we shall be prepared fo advice 

***«£ ai cieties in even fifties of rupees, subject t 0 the 
condition th a t the tot^ adVgpoe outstanding shall a t no time exceed 
the total cPount subscribed or deposited by the members of the 
society or a limit of Rs. 2,000 in the c a s6 of afy single society. 

It nigy be s a id th a t the first condition will greatly restrict the 
afJvaPcosj but ^t g)y rato, they m ill double th8 rosources at tho 
disposal of the society, Hiring the first three ye a rs of the life 
of spy society, the advances will be free of interest, aPd will not 
be recoverable except In the case of the society being wound up- 
vfalle after th a t period they will oidin a ri3y be a r interest a t 4% 
aihd will be recoverable in aro&al instalments not exoeeding one 
tenth of the total amount due. Die Registrar will h a ve power to 
^SPend the payment of any instalment 0 f Capital on payment of gy 
interest th a t m«y be due aPd such suspension will simply postpone 
■the payment of the suspended instalment jjid of all subsequent 
instalments by one instalment period* 

“Such my Lord, a re the outlines of the legislation diidi we 
purpose, aPd of the executive action uhich we intend to base upon it. 

4 .U a x 1 craVe P<**» °f the Qbuncil for h a ving trespassed on 
th Q ir patience, aPd for h a ving travelled aomewh a t outside the limits 
of my legislative brief; but the subject is one of sudi gre a t aPd 
general interest th a t I have throught it well to ley our ihole 
scheme, so f^r as it h Q s already been Matured, before the public, 
l Delxeve that it vould be h a rd to exaggerate either the import ^iob 
or the difficulty 0 f the experiment upon vhich we are about to 

1 gsel by no megps certain of success tfid if w» do achieve 
success, I do .not except to find in it a pan a oe a &r aLl the difficulties 
of the Indian cultivator. But I ga convinced th a t if we c^i succeed in 
inducing him to combine with his fallows to utilise their collective 
credit for the benefit of e a ch, wo shell h a ve done a great ded to 
lesEon those difficulties a nd to improve the condition. 4b ^y r a te I 
hold it to be the bounden duty of Goveinment to give the experiment 
fair urisl, aPd to do all th a t lies in its power to noJee it 
successful. But it must be rmmbered that success or failure 
..•’cs :.n other h^ids ib-ap ours. We cqn do nothing of ourselves* We 
o^a offer encourogment a dvice, logaL facilities, a nd executive qnd 
fii-oiioi-al assistance, lb is for the people to decide whether they 
will cVail themselves of our offer.* 


Die notion put Q nd agreed^, to. 









Oopyofnote aLrailated to the National 
DsvaLopmant Gbund.1, 

flection of Cboner stive law & 

Jt Tte mpin object of cooperative legislation ia to provide 

the general basis fbr ensuring the cooperative character of 
the institutions and leave the resit to rules, did bro~lews* 

Tte substantive Xav.;.ebruld 137, dpvn broad principles aPd 
the necessary flittaoiity for guidance*. Regulation, aidit etc.* 
and details will h a ve to be filled in hr the rules to be 
made by Government, There should also be scope .'-eft to the 
bye-laws of the societies. 


2 , Cooperation is a State subject, end at present some State 

Governments ate working under the lSl2(Central; A R t which has 

been tended by local legislation in v&ricn.^ respects while 
others have local laws apcsnd^i f?tv. tLre to si.Q&a venditions 
v#y from State to State eAd it is tins not pOselblo. to 
have unilbroi'ty, Ttc cooperative covenant has developed in 
various directions including ujidtotin i>*pooseruigy cottage 
and village inriistyles and in cnteryri scs 'like mg.#? factories’ 
jpd substantial arms of money are irvulvol, 
provisions should exist to ir.edt Irsg dillereai activities* 

3, In certain State laws, sons essential functions ere not provided 
fo r in the law and it is necessity '*> incorporate thorn in the Statutes. 
Similarly, experience has. shows fiat in toe interest ox see soundless 

of the movement. the law oust provide it? some/addition»1 tonc-ftous end power*, 
A 3 against tale, thc&u ^e car ujfts powers wT.cn, sn iihe present context 
of thing#, afd unnooess ay end should bo deleted from the Statute tome. 

Lastly. there ap© oorc/dn orovi alone which should be liber 

Keeping &a thoso aspects .in view, certain axgg*st£s»~ *« ®ad» h®* 0 * 1 - 


Add! jjo naLTjsyiflL^aJB. 

•jha ^ nU-sKC specifically provide fbr the fbllowlng «- 

i) Registration of societies— conditions to be 

sain.sited etc. 


li) Settlement of Unites. 


lii) Supersession of inefficient stePagung committees* 

In the absence of such a provision. There is no 
alternative bit to cap col the reglstf atLch of 
a society - a step which is- ccndierod too drastic, 

iv) The authority to hear appeal, Power to the State 
to review add revis? the orders of the Registrar 
ejad other {jithortties should also be given. 
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v) Cooperative fanning societies and lend 
mortage banks. 

vi) JmaXgstfnatLon end division of societies with 

the consent of the people, 

vii) Membership of cooperative societies afld 

provision for appeals in case of refusal. 

•vdlii) Legal provision for State aid to cooperative 

societies in the fbna of nhp.ro capital, loans, 
grants and guarantees, 

i*) In view of the largo scale plane of development! 

oon^.derablo-financial assistance from Government 
end the need of a-aaSority c-f cooperative 
orgaftisr.'uicns fbr guidance and help, inspection 
by .rpveinncr.t central b.-nka, etc, - eberid jsrevide 
fbr in tty l 0 w, 

;*) The prompt execution of awards, docrees and orders 

ooncorning cooperative societies. 

Liberalisation of the existing provisions. 

i) -igrio.ilteral credit society os cipy have limited 
or u/dimitsd liability. 

ii) The law should provide fbr annual lUdlt either by 

the ScgistraS through separate «telided staff or 
through a property orp-irlppcd ncroffi. rial 
organisation like tb.u Uvd.cn, 

iii) Bach State should decide on an appellate tribunal 

•whether it should ho an official one - Board of 
fi3 verne or Sin and el Comrr. sooner - or a tribunal 
non-official in character,. 

Dejection of pert ain, existy n^rordgign s. 

i) The lew in certain States has been landed to 

provide fbr compulsory spiaLgnPati.on of societies. 
Tit provision is obj action ah?, e unci should be 
removed from tho Statute Bbol:, 

ii) In certain States, the Government nominated 

■<±f.rectors are entitled to appeal against the 
major! ty decision of the Bo and of 3irectors gfid 
Societies cennnt implement majority decidcns 
until the gopeels are disposed of, This should 
bo discontinued, 

iii) In certain States, the entire Board of Directors 
have ben nominated for a period varying from 3 to 
5 years. This system should be changed. 
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7 . ' 7 fa«ro am d«l«flr* in procedures adopted, steps should 

be taken to reduce them. 

Delay generally take plaP® at the following stages. 

a) Organisation 

b) fieglstratLon 

c) Affiliation with the financing bonk 

d) Preparation of property statements 
q) Loan application by a member 

fl Sanction of loan by the financing bsfik, 

g) Disbursement of l oan tb a member 

h) arbitration and liquidation proceedings. 

a) SggaBlaaaea 

Delays at thLs stage can be reduced, if the proparatoxy 
work of the supervisor is thoroughly carried out. The forms 
/limit prescribed should be simplified. A time/of three weeks shculd be enough for 
this work. 


&) ggggteaflafr 

In many 8t a tes, the power of registration rests only 
with the Registrar and tew senior officers. Jbr societies 
following the normal pattern and the standard bye-laws 
there is ho reason why the district cooperative officer 
should not be given the power. Delays also take plaoe in 
consulting the Central Bank. It should be possible to 
complete this part of the work in three weeks. Token as a 
whole, there should be a time limit of 2 months within 
which the first two staffs ending with registration should 
be completed. 

c) fraafc 

Central banks take for too ouch time and a time limit 
of a 35 days should be enough for this work. 

<0 glgp^rntion, of property state manta. 

The statements aTe complicated and faT too many 
people have to deal with them. It shculd be possible 
to reduce this number. Now that short term credit is to 
be given on the basis of the pro diction programs, tbs 
fixation of the maximum borrowing limit of a society need 
not be holdup till the property statements are completed 
in every reject. 

e) Loan, appli cation by a mamba: 

A society's consolidated logu application should be 
dealt with by the supervisor, who shculd send to ths central 
bank either direct or through the inspector. Ibis process 
should not take more then IP days. 
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f) S«nctioA oj£ loan hr the, MMM : 

Some oontral btfiks deal with epplic a tlons of Individual 
mgnbsrs and this not only caused delays tut also adversely 
effect society's sense of responsibility. This practice is 
objectionable «nd should te given up. A time liidt of 35 days 
shculd be enough fbr this stag©. It should also be possible 
fbr the central bank to sanction apart of the loop 
straightwfy, leaving the balance to be sanctioned later. 

g) ffiabursement of loan 

CentTfl bfpks do not have encugh branches and 
consequently societies have to sp aid a lot of tide and 
money in coming to the central banks fbr the money. Wherever 
possible, central. banka should arrange with State Bank 
branches and Urban bonks fbr disbursement of sanctioned 
loan®. 

h) irM-.feaji.gIL- 

Eblays in arbitration and liquidation .proceedings are 
chronic, A time limit should be fixed fbr the arbitration 
work. As regards liquidation, there are many legal difficulties 
and every effort should be made to remove them. 

8. Bbere ape oonsiderabLe delays at the higher level in 
the D0j>«rtntent as well as in the ins ti to tions, 

9 , This no to states broadly the ch^uges required in the 
law, rules and pxpcaduies. The law must speed ally provide 
fbr various measures of regulation, control, supervision, 
eta. Much of the critid.gn that is directed towards the 
rigidity of the oooper a tivo law or oon can trail on of 
authority in the Registrar really applied to the meaner in 
which the law is administered or procedures followed by 
cooperative department. It is, therefore, necessary that 

in exercising such control there should be close 
association with representative non-official cooperative 
organisations. As 8 * instance, a m^isging committee should 
not be superseded without consultation with the State ~ 
or BLstrict Urdon. It will not only lead to good fe slin g 
but will rlso ispiort a sense of re^onsihility to the 
officials n s wall a3 tho non-officiaL organisation. In 
States where aspad end efficient non-offi drii organisations 
at vr-iicxis levels, exist, such consultation should be 
possible straightaway. Some of the powers could also be 
delegated to then e.g. supersossion of a managing 
committee. 
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In States, where non-ofAdnl orgtfiiaations aTo either weak, 
or <fc> b»* -wxtst, progress in reject of oonaaltation as well 
aa in delegation of powers will be slower end will depend 
on how fast sound organisations can be brought into being. 

The ultimate objective oust be to dalegato as many powers 
as possible to such non-of£Ld.aL organisations. Only then 
con the cooperative no van ait govern itself* 

30 . Xhe various points brought out in this note require 

very close examination by St a te Governments. It is, thorefbre, 
suggested that State Governments should immediately appoint 
smell committees of officials #id non-officials to sftgsine 
the whole cjiestion of the law, rules, procedure, causes of 
d£Le<y aPd allied matters and submit detailed proposals to 
State Governments fbr thair con si da ration at efr early date. 
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innaxire IX 


Salient features of the new Cooperative 

aocletd.es Ac to SPaflted In. &££&&£ 

1* Appointment of. Registrars t 

The CbmmLttee on CbopemtLvs Law had recommended that the 
State Government may gppoint one person to be the Registrar of 
Cooperative Societies fbr the St a to and nay cppoint other persons 
to assist him and confer on such persons all or efiy of the powers of 
the Registrar, The persons'appointed to assist the Registrar should, 
however, easrdse the powers oonferred on them subject to the 
general superintendence gpd control of the R a glatra?. Provisions 
on the lines recommended ty the Law Committee have been made in the 
Madhya Pradesh Cooperative Societies Act, i960 (Section 3), the 
Punjab Cooperative Societies Act, 3961 (Section 3) (This Act is also 
in fbree in Haryana), the Maharashtra Cooperative Societies Act, 

1961 (Soction 3), the Quj or at Cooperative Sociatiea A°t, 3962 
(Section 3), theRajaSythm CboperatLve Societies Act, £65 
(Section 3), the Orissa Cooperative Societies Act, £>62 (Action 3 ), 
the Mysore Cooperative Socioties Act, 1959 (Section 2i) , AT-dhra 
Pradeeh Co operative So cie Ida a Aot (Section 3), J rg&nu. Cc KnPfcdr 
Cooperative Societies A°t (Section 3),Himachal Pradesh Cooperative 
SocietLos Act (Section 3) (This Act is yet to be enforced) and Delhi 
Cooperative Societies Bill (GLfjise 3), The Tamil .^adu Cooperative 
Societies Act, 1961, tho Uttar Pradesh Co operative Socd^ties Act, 

3p65 (Section 3), Korda Act of 3969 (Soction 3), Bengal Act of 39 40 
(Section 9), Assam Act of £49 (Section 3) and Bihar end Orissa 
Cooperative So do ties Act of 3935 (Section 6) which provide fbr 
delegation of powers of BegistraT to others do not contain the 
specific provird.cn that persons on whom powers of Registrar are 
oonforred shall work under the control of the Bsgiatrnr of the 3ta*« 

2. Hme Limit fbr fogjatratipRi 


lb an sure that there are no delays in the registration of 
Cooperative Societies by tie Registry, the reoent A°ts passed 
by various States stipulate a time lindt fbr the dispose! of 
applications received fbr registration of societies. 


Punjab Act 

Maheraahtra^ct 
Rajasthan Act 
Ifysore Act 
Andhra Act 


U ,P, Act 
B&ngd APtr 
^Kerala Act,: 
H.P. Aot 
Delhi Bill 


S,8(3) 

3.9(3) 

S.8(a 

3.7(2) 

3.7 read with 
rule 6(7) 

sM$' 

6.13(2) 


f 


8 

C1.9(5) 


2 months 
6 months 

3 months 
6 months 

2 months fbr primary 
aodetiep, 6 months fbr other 

societies, 

3 months 
3- months 
3 AUOiV.i_J» 

3 months 
2 months 


(xjodx) 

Tbs Abbs*, 3 Lhar, TjprLl M a dhya Pradesh,,, ObjaTat, Orissa 

and J spnu & Kasbair Acts have fixed no tine liriLt fbr rlifpo a al¬ 
and epplioaticns fbr registration of societies', 

3 , Epygft of Reglstr-ar to d irecA rfigidmo^t of fr^-lewe- 

Though it is not desire a tle fbr Registrar to '^Lreot 
affendnants of brve-lawa of cooperatives, yet an enabling provision 
enpowerlng the Registrars to have such powers has boon Bade in 
the following State A°ts as a practical ewedient to de r X with 
certain isolated instrinoss. 


Maharashtra Act 

S.14 

Tattil N adi Ar-t 

£.12 

Chja-at Act 

S« 14 

Bai as b iah Act 

s.:4 

A'idb.ra Act 

S, 13(5) 

Mi? > Ac • 

S<> J < 

U.P. A r t 

S,14 

BangoOL Act 

s.ia 

Kerala Act 

S. 12 

Pun,] ab Act 

S.10A 

Orissa Act 

£.12 

Jodi Act 

S. 124 

An s Act 

S. 14 


Under SactLon ilfi ©f th> Ifysoro Cooperative Societies Act, 
tho St a ta Gov-muior.t has power to direct ePondnent of hj’e-laws 
of societies irt ct»r'5^n cirairastnp.o? s» si oh provision exists 

in H„P, apd Bihrv'A^t end tho IKlM :131. 

4, Power of Registrar to direct aHaigaPJatipn or 

___ 

The Koto circulated to the National I^velopment Council pointed 
out that provision ©"’powering toe registrar to diroct division or r 
aPaLgcPato-on of so<r ethos is otj ectio.ichio. ELii/All India R:ral t the 
Credit Review Gbrcsrittoe (#58) h».d sugg-v-jted inch a provision in 
the State <1 operative Sb clothes Act for rationalisation of Credit 
Structure. ,J d.o ib.Hoving Sta^Q Acts hove Hade on enabling 
provision erpo weeing the Registrar to diroct tfialgc®s.tlon or 
division of eorlcti os as a practical seedier.t t? d?al '.4-th 
rec&Lci taient societies. 


Maharashtra Jkit 

S.18 

Raj asthan Act 

S.47 

Orissa Act 

S ? l4 

Andhra Act > 

S, .15 

U.P. A°t 

So x 35 j 126 

Bengal Act 

S # 1CB, IP 3 

Kerala Act 

S. 14(f) (?) 

M.P. Act 

S 0 .Lc 

J & K Act 

S, 14 A 

Delhi Bill 

Cl., 1.6 

Bihar Act 

Rile 39 



5. 


fonn *tafeflraKp,i 


The note circulated at the National Dwveiopmant Council 
meeting suggested that provisions Jlhould be mad© fbr rpon 
a ember ship and also fbr appeals in ease of refusal of a society 
to admit a member, 3xoh provision exists in the fbllowlng Act, 


Punj ab Act 
Tamil Nadi Ant 
Kaharaehtra Aot 
Gijafat Act 
Rajasthan Act 
Orissa Act 
Jtysore ^ct 
Andhra Act 
J & K Act 
UJP. Act 
. Bengal Act 
Kerala Act 
M.P. Act 
Delhi HU 
BLhaT Act 
U.P. Act 


S.68(i)(o) 

S. 96 <^ 

5.23 

3.24 
S.J9(3) 

S. 16 read with 3,109 
3.16(2) and 305 (a) 

S.39C3) ond S.76(2) 

S. 303 

3.93 

S.59A(2) 

s.&&g% 

S.mUf'retA with Bile 60(2) 
CL,76( l)(d) 

Rule 7 
3-9 3(c) 


The minimum membership fbr registration of a cooperative 
society is ten according to the Cooperative Societies Acts 
of all States other than tho # of Ker^La, Raj asthan ePd 
Vest Bengal. While in Korda, a minimim of 25 parsons 
should Join together to organise a society in Rejasthan 
and West Bengal, the minimize is 35 persons. 


6 . 


government nosanoea on the Cmnnri ttoo of a Oooporativa 


Tt0 Rural Credit Sirvoy Report recommended that the State 
Government should be allotted not more than l/Brd of the seats on 
the Board of Directors of the Cooperati to Societies to whose share 
cjpitcl it has made contribution. This reoommacri^tion van 
subsequently oon aide rod in the Cooperative Congress held at Patna 
in March, 3955 which decided that Government nomination should 
not be more then l/3rd of the number of members on the Board of 
Directors or three Directors whichever was less, 4>art from 
Government contribution to the share capital there afe Cooperative 
Societies which may receiTO substantial findeial assistance 
from the State Governments in the fbxm of (guarantee fbr 
debentures issued or lochs obtained. The Cooperative Lav 
Oomnitteo roooamsnded that Government nomination may extend 
to such societies also. Provision on those lines has been made 
in most of the new St a te Acts, The Tamil Nads Act (3.27(2). 

HyaoTQ Act (S.29), Rajasthan Act (S,36), Punjab Act (3,26(2/, 

J & K Act (3,23). Andhra Aot (3,33), Bengal Act (23A), 

Kerda Act (S,3l5, Himachal Pradesh Act (3,35), and Delhi 
Bill (Sl.3l(9), eopOver the Government to nominate three 
directors or 3/3rd of the totd number of directors whichever 
is less* In punjab Act, where Government share participation 
±3 In tho extent of Rs,2) l^cha or more, the Government 



share 

capital 
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has the right to nominate one more member 'in edition aPd qopAnt 
him a9 Mtfiaging Dlxieotor. The Gkij a rat let, (S,80) and the 
Madhya Pradesh lot (3,5?) enpower the Government to nominate not 
more than 3 members, Die Orissa Act (S.3l) aepowors the 
Government to nominate l/3rd of the total number of members of 
the Cbmmittoe. The Uttar Pradesh Act (3,34) provides fbr nomination 
of two persons by tte Government aPd where tte share parti dp ation 
is 60 /t or more, Government o sfi nominate upto 2/3rd apd also the 
Chairmai fbr a period of 5 years or until the share participation 
goes down to less than 50& There is no provision in the 
Maharashtra Act fbr Government nomination on the Com mitt ee 
bo doty to which Government ^ 

contribution or other finapd-d assistance, 

7, Power of te to to Government nonuneosi 

AS a general policy, provision in the AQts empowering the 
Governmait nominees to veto the majority decision on the Board of 
Directors is not favoured. There is no power of veto in the 
State Acts of Myao re, Orissa, Madras, Maharashtra, Andhra Pradesh, 
Madhya Pradesh, Qijarat, J e*nnu & Kashmir aid Delhi Bill, 

Section 26(4) of the Punjab Act provides that the nominees of 
the Government on the Committee of society can veto the majority 
decision of tie Cbmmittoe O'-A refer the matter to the Government 
for final decision. The Rejagthtfi A°t provides that the 
Registrar cep. under certain draimstrpcos, readlnd the resolution 
of a sodety (Section 32), A similar provision is male in the 
Uttar Pradesh Act a l8o (S.128). Section 24-A of ihe Bengal Jpt 
empowers the State Government to rescind any proceedings or 
resolutions of the general mooting of a eocioty or of any 
mooting of the Managing Committeo. Rile 176 of Kerala Ruloe 
also give powor to the Registrar to rosdnd any resolution of 
any society or of the Committee of aiy society. 

6 . Deduction fro m salary to moot So.ci.oty/a cQ.aim in 

cart pin csscifl^ 

Most of tho State Cooperative Societies Acts provide fbr 
dediction from the salary of an ecployeo evory month, the 
instalment duo from him towards society's loon ePd other dies, 
by the tfiployer. In tho absanco of such provision aP enployer 
cannot dedict aP instalment cUo from the members from his 
salary or wages. The Cooperative Law Comaittae recommended 
th-'t provision onpovoring the enployor to effect such 
deduction should bo mad> in tho St a te Acts. Sich provisions 
in the Acts provide fbr *- 

a) 4 aoaiHon of efi agreement by tho ecployor in favour of 
that so doty providing that the ecployor shall bo 
conpotcnt on requisition, in writing, from the society 
to dedict ovary month, from the salary payable to 
him, such epount as may bo sped tied in requisition 
towards a/aount die by him, and 


of a , 
might h 




(an) 


b) Demotion from the salary by the enployer on receipt of 
euoh requisition, from the salary or vrago of the enployo 
oonosmod, ePdpeymant of the 8aPe to the sociely/ 
societies. 


flxoh provisions exist in the A°te of Jfcidhra Pradesh (3.37), 
Assdn (S.48) | QiJaTat (S.50), &m a ohaL Pradesh (3.54), JaPni 
and Kashmir (3. 3$, KeraLa (3.37), Madhya Pradesh (3.42), 
Maharashtra (3.48) , Mysore (s,34), Orissa (S.»), 

Punjab (3.39), Rajasthan (S.4l), Tapil Nadi (3,40), 

Uttar Pradesh (S.40) tfid West Bengal (s.5^. 


9. 


Onooerative BfUctatton RmiL 


lb mable the cooperative movement to tafce upon itself the 
raaponslhiliV of cooperative edioation and training progressively 
th> Committee on Cooperative LaW rooommonded that is should be 
Bed® mandatory fbr oooparatives to oontrihite to a CooperatLvo 
Education Hind out of their profits. AJ1 the new A°ta provide 
fbr contribution from the profits to a Cooperative Education 
Pijtd, The rate of contrihition varies from in tysora. to 
9 >'in Punjab and Delhi. 


3P. .Chtfgp g& laid? 

7b facilitate provision of short end medium term credit to 
members the following Acts provide fbr creation of charge on 
lrfid or interest in land in favour of a cooperative society! 


Punjab Act 

5.32 

Maharashtra Act 

3.48 

Chj aTat Act 

S.49 

ffyaorb A°t 

3.33 

Andhra Act 

S.36 

Bengal Act 

3.47A 

Kerala Act 

3.36 

M a dhya Pradesh Act 

S.41 

Orissa Act 

3.34 

Uttar Pradesh Act 

5.39 

Himachal Pradesh Act 

S.47 

Delhi ail 

CL a 37 

Section 33 in Tamil Nadi 

APt provides fbr creation of a 


charge on ltfid only .end not interest in land. Section 39 of 
the Rajasthan Act provides fbr creation of a charge on ep 
immovable property only £brlo<$is other thgp short-tan) loans. 
Section 3i -a of the J St K Act provides fbr the arsatlon of 
a charge on lend or other inaovahle property. 


11 . Execution of Awards I 

The most common agency available to cooperatives fbr 
eaocution of awards, decroos, orders eto. passed under the 
Cooperative Societies Acts or the Civil Courts spre revenue 
djprrte^nts. A3 there has been abnormal- delay in the 
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recovery of cooperative dues through these agencies the Cooperative 
Lav; Commission recommended th a t the Registrar should aLgo be 
empowered to execute decrees, aw a rds etc. departcientaLiy, 

Provision-h aS been made in the following Acts for execution... 
of award 3 dep a rtuent ally: 


Punjab Apt S .63 

Tar’.il II a dU S.91&92 

Maharashtra Act S. 156 


Guj a r a t Act S. 159 

Orissa Act 3. 303 

Rajasthgji Act S. 1 IB 

% so re Act S.3D1 

Himachai Pr a desh 
Apt S.87 

Apdhr a Apt S.70 

Jgpmu & Kazimir Act S.97 
Utt^P Pr a desh Apt S.92 
M a dhy a Pr a desh Apt S.85 
Ker^a Act S, 76(c) 

Delhi Bill GL.7i 


12. operative _Tribunal t 

Ihe Gboper a tive L a w Cbmmittee h a d recommended that.the St a te 
Government should constitute a tribune to vhich appe^Ls against 
awards of arbitrators etc, aould be m a de, v Provision fbr oooper a tive 
tribunal h a s been m a de in th e Ihmil Nadu Act (S.95), MehaTafktra 
Apt ( S. 149) . Gu j a r a t Act (S. tfO), R a jasth,*! Apt ( S. 123), 

Mysore Act (S.133-A), Ker^a Act (S.8l)U,P. Act (S.96) and' 

Delhi Bill (GL,76). Ihere is no provision fbr tribun^L in 
H.P., Punjab, M a dhy a Pr a de^i and 0ris3 a Apts. 

13. ^legation _cLf,mwera of Registra r to, federal so dot lea 

Ihe note circulated a t the National Development Council meeting 
suggested th a t acme of the powers of the Registrar should be 
delegated to the federal societies. Enabling provision for 
delegating powers of the Registrar to federjl societies is m a de 
ip. Maharashtra Act (5^58) , Gujarat Act ..(S, 172), Rajasthan Apt 
(S.147), Orissa Act (S. 3( 3) tfid Bengal Act S(9), £L a use 3(4) 
of the Delhi Bill also empowers the Lt, Governor to oonfer ell 
or ahy oTtihe powers of the Registrar on aW federal society 
or ah officer of duch' federal. society, No such provision 
is made in the Punjab, Madras, J<§K, U,P., Kerela tf*d My»re Acts. 
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Aonexure X 


No. 4 30/flSJJT»0 


Government of India 

MLniatry of lbod,Agril., Community DBvelopment 6 Cooperation 
(DapaTtaent of Cooperation) 


Krishi Bhavan, 

Nqv Delhi, the 3Dth July.I9flfe 
6 th STaVeha, 1889 


1b 


The Secretary in charge of Cooperation, 

All States and Union Territories, 

Sihjecti- Elimination of "vested interests in cooperatives - 

recommendations of the Conference of Chief Ministers 
and Ministers of" CboperatLon held at Madras on the 
12 th June, 3938' ~ Jbllow-up action. 


Sd.r, 

I aP directed to reibr to tl© fbllouing reooMnendations 
of the Conference of Chief Ministers and Stats MLnistera of 
Cooperation held at Madras on the 12th June, 1968*- 

"A number of measures may be adopted fbr curbing the 
growth of vested interest such as (a) exclusion of 
moncy-l^iders, traders and other middlemen from' the 
membership of tha cooperatives by statute, if neoesaaTyj 
(b) open membership in the primary societaoc; (c) reserva¬ 
tion of seats on the Board of Management of small farmers 
and members of wo^ier sections; (Jly restrictions on 
holding office fbr more than two tarns in the Same 
institution ?#id also holding office simultftfiecualy 
in more then two institutions; (e) regulation on the 
lo tJIs isaied to the office bearer; ( fy rogilpx el cordon by 
an independent githority; (t) xlfiyirt arrangement 
for fii citing by the department; (h) creation of oadre 
of trained manage d personnel; (i) rules for recruitment 
of stuff; (j) odp. c.ftion and training of staff. These 
are only illustrative and not exhai stive, w 

2. It would be recalled that the Union Minister fbr Ibod end 

Agriculture, Shri Jagjiv^i Rot, had written to your Chief 
Minister on this vexed problem which is obstructing further 
growth of tho movement on tha sound lines. Itqolios received 
and discussions in the Conference indioate keenness on the 
part of the State Governments to take remedial measures, 
on apriority basis. Implementation of the above recommendations 
would coll for suitable provision in the cooperative societies 
Acts and Riles, bye-laws of individual cooperatives, as also 
strengthening of administrative arrangements. The legislate' 

•and other meamres that would be needed are broadly indioatei 
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fcttuglon of aongy-lendorB, traders *nd other 

Q&m membertfrlp of c ooperatives. 

5, Ihe (©operative societies ipts and Riles of Orissa# 

Kadras and Maharashtra contain provisions precluding certain 
categories of persons from becoming menbers of Bo a rd of 
Management of a society, ft># example, Rile 58(3) of the 
Maharashtra Qboper a tive fbcieties RO.es soys that B A member 
of a society who carries on business of the kind carried by 
the society, shell not be eligible to be a member of the 
Cbnmitbee of that society without general or special sanction 
of the Registrar*, 3his provision only seeks to prevent 
entrenchment of vested interests in the management of oooper&tives* 
2he recommendations of the Conference seeks to extend this 
principle to prevent vested interest even at; the point 

of entry into a society itself. Wo h r ,ve been advised by the 
Law Ministry that there is no constitutions! impropriety in 
imposing such restrictions by sj.it jole enactment, 

mhalding oXjj£SLsaJ&jaanasd&saa 

4, Ihe principle of restricting members of (©operatives 

ftom holding office in a cooperative fbr a long period or in 
too m®py institutions has aLready been incorporated in the 
Cboper a tivo societies Acts rfid Pules of some States viz, 

Madras, West Bengal j$id Kerjla extracts from dfjjso 2B(2) 
of tho Kerda (bonerct.lv 3 Societies Bill .1£€7, ,- v nd Rile ;®(D 
of the West Benga! Qboperative Societies liules are enclosed 
&r info mat ion. Suitable statutory provision would be 
necessary to prevent such entrancmcnt. Ihrther it ri*y rlso 
be considered whether it would be necessary to prescribe that 
a oarfcai-n intern'd sdy S-3 years ^iniio.d elapse before G person 
can got re-elected to the managing cnnmr.ttf a, 

^iBserv n t lon of seats on th e Board of MrfiBg e mqnt, 

to g-. d.. 1 . formers ,-r.d members of weake r qeqirlon, 

5* 3b thwart a?V attempt to keep the Board of Directors as * 

dose preserve, it would h a ve a salubrious effect if some of 
the unrepresented sections, particularly weaker sections of 
the community, a re brought into the Board, For excfipXe, in 
every village society, a t le e st one seat mey be reserved for 
members bolding 2 acres or less, sc that the poor nojls 
voice is he,-..rd in the Board, Such a stipulation could be m^de 
in tile election rules chd in the byo-l a w3 of the institutions 
end enforced by administrative siachinety, 

fig.SR-P.gakjgr.ab4g. A5-flrton£L ,«u£fl&aaL 

6, Ihe principle of open membership tfid provision fbr cjppeaL 
egahast reflisd by a society to admit a persen a s its member 
h a ve beea incorporated in most of the State Qboperative 
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Societies 1st. The procedure preferring the appeal needs, 
however, to be male more effective* The availability of 
appellate ^thorlty a t a level sufficiently nearer to the 
villager would help considerably cPd, this oould be done by 
proper delegation of powers to field officers of the Department, 
X suitable tine-lhnit ngy doo be prescribed within which 
such appeals should be disposed of, 

JBflfl&at ten,,oi I<?.anj3„j?-,sw9fl 

7, The Mirdha Qbmmittee on Gooper a tion h^ re conn ended th a t 
whenever lotfis a rs Sanctioned to members of the Board 

of Directors or 'their relatives £$xd tPY default in repayment 
occurs, instances of such defaults should be reported to 
the General Eoc^i, The St ; _te Governments consider introducing 
a provision in the cooperative laws rfu3/or rules spying -that 
one of the functions o*f the general meeting will be to review 
the loeps given to the members of the Board of ULrec+ors sfii 
their near relatives #ud to direct action for recovery of dues 
in Case of defaults. Beports of such defaults should be 
reported to the district-level officer of the DepaThnait 
win thould ensure that Suitable steps are thken without tpy 
dilatoriness for the liquidation of the o vendues in Such enpea, 

Reaulnr election by an independent authority 

8, j£L though procedures for election h a ve been prescribed, 
it eppe a rs that their observance is not enforced strictly, 

There h a ve been complaint3 the* in a few Casas general 
meetings of societies were not held a t sll and papers a se got 
signed from the required number of persons* It should be 
m a dc oblig a toiy for the Committee of M a nagaft6nt of a society 
to hold the meetings and, election within the stipulated 

time after a due szaxsstf. a oopy of which should go to the 
district levol cooperative oxfioer, taero possible, a 
functionary mjy be deputed either loy the Department or 
by-the federal institution to these meetings as eP observer. 

The Cooperative authorities at the district level should 
jlso maintain a roster showing the due data of election of 
the committoo of mcji^enent ,=nd see th a t it is observed, 
lUrther,the election of the committee of m^i^gsment should 
be held at regular intervals a s stipulated# It ehould be 
the duty of the district cooperative authorities to entire 
this without -foil, is suggested by the Cbnferonoe, the 3t a t« 
Governments m«$" aLso consider the appoixxtnent of an independent 
authority for conducting election in cooperative societies 
on a regular and systematic basis, 

9, The statute l^ps dowx that the aorounts of a society 
diould be audited every ye a r, shd the audit report ihould 

be pl a oed before the Generd Boc$% In some States, however, 
cciue didit of societies is in he a vy arre a rs. In napy c a ses, 
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the eooletlea e^e not edited as the ao®unts »re in arr«aFs» 

The St a te Governments should t^ce Immediate action to 
strengHien the audit rfid supervisory 3t a ff* In suitable oases 
the services of chattered accountants could also be utilised 
fbr dudit of the accounts. 

■Creation of proper cadres of managerial personnel 
and rules .fo r recruitment of staff; 

D* The Conference had recommended that State/federal 
organisatlor|^«feould build up common cadres of personnel for 
mapping the key posts in the four sectors of the cooperative 
movement, viz, cooperative short and medium term banking, 
land development banks, cooperative m £ -±eting and consumer 
cooperative a, Detailed suggestions on the cadres have been 
conBnunicated to the State Governments from ttis Department ^nd 
the NGDO, Their Implementation h a g to be purged Vigorously* 

gdi option and tealning of staff» 

%l t The Conference of Chief Ministers gpd State Ministers 
of Cooperation also recommended that the programme relating 
to oooper a tive education sPd training of cooperative 
personnel diould be strongthened, St a te Governments my 
ensure th a t Hie training facilities offered a re fully utilised 
rfxd th a t untrained personnel are replaced by trained staff 
aS soon a s possible. If additional training facilities a re 
needed, suitable provision ny be n R de in the Jburbh FiaP 
H£V, : under formulation and this Department my bo kept infbmed* 

12* I dn to revest th a t the St a te Governments my, tfiong 
other measures thy propose to take, initiate action on Hie 
lines indicated above for preventing the grovrth of vested 
interests in oooper Q tives. This Ministry my kindly be kept 
informed of the action taken In due oourse* 

Yours faithfully, 

Sd/- L C. Bandyopadhyay 
Joint Secretary to the Govt, of India 

Obpy tot- 

1, Agricultural Production Cbmmiss loner, Jdl Statee/ 

Chief Secretaries of Union Territories* 

2* Registrars of Cooperative Societies, AH Stated 
Union Territories* 

3* Chief Officer, £JD, Reserve Bank of India* Central 
Office, P.B, No. 1057, Bomby-I BR. 

4* Director, Vfcikunth Meht a National Institute of 
Cooperative M^iag®ient, 5 B.J.Roaiif Poona-1 
(5 copies) 



{mni) 


3, Director (Gbopcr-tion), Pluming Cbnnisaioner^ 
i!fiv Delhi ( 3 copies) 

G, De-ci, National Institute of Cbnr.amity Development, 
K■ jendi'/r-Eig.r, IIyder a Nad- 2 ?. 

7. Gcaer^ Secret;ry, National Cboperative Union of 
India, 72, Jorbagh, New Delhi. 

8. Infom -tica Officer, Department of Cooperation. 

C. director Pablic Relations, Ministry of FaPE&C, 

D. Editor •Kurukahetra*. 


Daputy Secretary to 



India* 
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central cooperative bank and (c) more than one apex society. 
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iftnexure XQ 


Isaag at 

JBZBflEaflJBI 

a 0 Qlflti-Qa« 


S g . fr fl gtg fK>n the Indian Inooma T a x ^ot 196.1 
aB raviaad uptft 1965 . 

feBMSfl JPRMTNG ?jRT 0? T DIA INODte 57 IffffCH 
NO INOOMSUT/Jf ?^g,R 

xxxxxxxxxxx 

8 l. Income-tax shall not be payable by a ooopor a ttvo sode-ty- - 

(i) In respect of the profits tftd gains of business 
carried on hy it if it is - 

(a) a so defy engaged in carrying on the business 
of banking or providing credit facilities to its 

members; or 

(b) a •ocdoty engaged in a oottage in&iatry; or 

(c) a sociely engaged in the marketing of the 
agricultural produce of its members; or 

<d) a society onga^d in the purchase of agriculture, 
iupleoents, seeds, livestock or other articles 
intended fbr agriculture for the purpose of 
supplying them to its members; or 

(e) a society engaged in the processing without 
the aid of powor of the agricultural produce 
of its members; or 

(f) a primary society engaged in supplying milk 

raised by its members to a federal ndUc 
cooperative society; 

Provided that, 'in the case of a cooperative society 
which is also engaged in activities other th,*i those maitloned 
in this dduso, nothing oontwined therein shall *p?ly to that 
part of its profits and gains as in attributable to such 
activities aid as exceeds fifteen thousands rupees; 

(ii) in respect of so such of the profits gid gains of 
business carried on by it as does not exceed fifteen 
thousands rupees if it is a cooperative society other Ihetf 
a cooperative society referred to in clause (i); 

(iii) in respect of any interest and dividends derived 
from its investments with ePy other cooperative society; 

(ov) in reapeot of any income derived from the letting 
of go down a or warehouses fbr storage, processing or 
facilitating the marketing of commodities; 





jmwEi W 

(3b be published in P«rt II Section 3 o t the Codetta d of India) 

Government of India 
NLniatry of 43 I culture 

New W1M, tba 29th Z*c.,Jp«» 


t ?.H*- 22 /^ 6 -Q>cpJi, In exerclae of the powers conferred by 
section SB of the Haiti Unit Cooperative Societies Act, 3942 
(6 of 1942) the Central Government hereby directs that the power 
or authority exercisable by tin Central. RcgLgrtef of 
Cooperative So do ties tinder the said 4<rfc shall be exercisable 
also hjr the offLcerste* the reconstitution, reorganisation 
or diflwltfitt.on of the mlti-unit cooperative sodetdeg 
Specified in ths corresponding entries in colnms ( 2 ) of the 


said table. 

Of ft oars Table 

75T 

1 * Cooperation Aftdser to the Govt, 
of India# MUdetry of igrioultire, 
New Delhi. 

2. Deputy Directors of Gboperation, 
Ministry of Agricultuxe, New Delhi. 

8. Beglatrar of Cbopefati re Societies, 
Andhr a Pradesh. 

4 , Registrar of Cooperative Sodetiee, 
BihaT* 

6. Registrar of Qoop«*ative 3ocieti.ee, 

Bomber. 

6. Registrar of QooperatLve Sb do ties, 
Madhya Pradeah. 

7. Registrar of Cooperative Sodeties, 
Madras. 

8. Registrar of (boparalive Sodeties, 
•l Bk*ki 

9i’B®gietr«r of CboperfeUve Societies, 
West Bengal. 

10 . Registrar of Cooperative Sodeties, 

H. Registrar of Coop«raUve Sodeties, 
R«Ja»thafi. 

12. itegLfcferar pf Cbop or ad ve Socle ties, 
fcergLa* 


Sodeti—. 

(3 

4U socdLetU*. 


Societies viddi are 
or are dewed to be 
aOfrt&ly registered 
in the State oonoerned. 


Sodeties which are or 
deemed to be adhiaUy 
registered in the 
St a te oonoemed. 


1 fld/r^HeBf^TftbJle 

lhputy Secretary. 


ftihlisheri 



jthKIJ shed in P 
■QrfStiny Qpgaft^faad of India) 


CbVemment of India 
&nistiy of Agriculture 
Cbfflwntty IbvaLopmait efid Cooperation, 
. '(D^parta^nt of Cooperation) 


New DalM 

the 27th Maroh. 3971. 


No*L,lJDlx/ 3 ^ 7 CV 41 >ord. In exercise of the powers conferred by 
action 5 B of,tie ^Miltl-JJnit Cooperative Societies Act, 3942 
(6/of 2 P 4 2), ePd in supersession of all previous notifications on 
the ffibjeot, the Central fb^mnent hereby directs that il tie 
powers and siithoilty exercisable by the Central Registrar of 
Cooperative Societies under the sdd Act, shell in relation to 
the opoperatt-te societies pacified in .column (2) of the Trhle 
bo-low, be stored sable also by the officers specified in the 
corresponding entry in column (3) of the said subject to 

ti&.-fillowong. conditions, naBdlyl- 

(l) ^ a L th l?? WOra £tld » delegated shall in reject 

^ * >1Wng , cooperative societies be exardsabLe Sr the 
8fi i* 0 fl f ra ° nly 111 ral ation to matters per tuning to 
aitfit, sottiement of disjutes, appeals, revision #id 
review and execution of award*, decisions decree a-and orders* 

(a) All India (fentral land DcvelppBerit Bsgaks* Cbope^ative 
. . Union Ltd., i£yder a bad, AndhraPraieah. 

( 2 ) ALL India State Cooperative Banks' ^deration Ltd., 
Ojobsy, Maharashtra. 9 

(Z) National Cooperative Union of India Ltd., I)elhi. 

(4) lllZt too1 fcopar!>tlon Federation 

(B) National (inoperative Consumers »*r a tion Ltd., Jfelht. 

(6) l^*»**^ of Cooperative 3 hgar Retort as 

(1) fcSi? 01 ^ deratlon of IndistriaL Cooperative Xrtd^ 

(8) National Operative Housing Federation Ltd,, SOM. 


( 2 ) 


(9) Indian Facers' fertiliser Cboperattve Ltd., IfelM. 

Sfl 1 ? ft of P°"Br* *dsuthorlty so 

legated in relation to the matters qredfiied in ( 1 ) 

above (otter then eppeds, revision and review) the .--m 

i JtlV ^diroefioWi^U 4 

issued by the Central Rv,gi„^„Y. of Cboperattve Bbtieties. 
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jjpnexure XVI 


(MI) 


No. 3- 40/60- CT. 

Government of India 

Ministry of Community Development Cc Cooper a tion, 
(Department of Cooperation) 


New De3,hi: 

the 24th Nov, 1961 . 


From 

3iri S.S. Puri, 

Deputy Secretary to the Govt, of 3hdi$. 

3b 

3he Registrars of Cooperative Societies, 

jC. 1 St a te Governments \ except Jafnmu & Kashmir)/ 

Union Territory administrations, 

Subjects- Multi-Unit Cboper a tive Societies* 

Sir, 

I ep directed to refer to this Ministry* s notification 
No. 5-40/60- CT dated the 2Bth, June, 196], herein ill the powers 
exercistfcle by the Centr^L RagigtraT of Cbpper a tive Societies 
under the Multi-unit Cooperatives Societies ipt were conferred on 
the State Registers of Cooperative Societies by n^e.. 

2, 3he subject of Multi-unit Cooperative Societies w a s 

discussed at the recent conference of Registrars of Cooperative 
Societies held on the 27th && 28th 0 crtober, 3961. 3he conference 
agreed that, before registering a multi-unit society, the State 
Registrar exercising powers of central Registrar should obtain the 
approval of the central government, 3hp central government vould, 
if necessary, consult other st a te governments oonoemed before giving 
its jipproval to registration. Similarly, approval of the cen tral 
government should be obtained for spending the byelaws of multi-unit 
societies, 3ho oonferenc3 also suggested th a t the bye-laws of a 
multi-unit society should contain a specific provision to the effect 
that the society would not open offices or branches in a particular 
st a te without the prior approved of the Ragistr a r of th a t state, 

These recommendations of the Registrars' conference were generally 
endorsed by the St a te Ministers* conference held on the 30th and 
31st October, 3961. 

3 # I ga directed to request th a t in accordgice with the 

above rerommandations, in future, specific approval of this 
Ministry m^y be obtained before registering a multi—unit ^ 
society rfid the apendments to the bye-l a v»s of each a society. 

It vigy also be enured a t the time of registration th a t the 
bye-laws of the society oont a in a specific provision requiring 
it to obtgin the previous aPP rov al of the Registrar of the st a te 
vhere it proposes to open branches* 

4 # Ihe receipt of this letter m^y kindly be acknowledged. 

Yours faithfully, 
Sd/- (S.S. Puri) 
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Copy *»*- 

3, Secretary Inch a rge of Qooper a tion, 

ill St a ts Government a/Union Territories Atoms, 

(Except J a mmu & Kashmir). 

2* liap aging Director, St a te Bgpk of India, Bombay, 

3, !3he Chief Officer, JSgri. Credit Department, 

Reserve B a nk of India, Bombay, 

4, Ihe Secretary, 

National Development & Warehousing Board, 

New p.lhi, 

5, Planning Commission, New Delhi ( 5 oopi6s) 

6, P.Ss. to Minister/Ity,Minister/33cretaiy and 
PaTlij^entaiy Secretary, 

7, ill officers and Sections in the Department 
of 0Doper a tion, 

Sd/- S.S. Puri 

Deputy Secretary _tp_ the Govt, .of India, 
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ihnxij . 

No,L/3lO 12/2/7 ^Oaoreu 
Government of India 
Ministry of Agriculture 
(Depaccent of Oooperation) 


Krlshi BhaVgji, New Delhi. 
3J5th JUne, 39? 1. 


3b 

The BegistraTs of Go operative Societies. 

£2. States (Except J & K)/U.Ts. Administration 

Subject*- foil ti-unlt Cboneratjve fo datleA. 

flir, 

I gn directed to refer to this Ministry* s Notification 
lfe*L/l3D3V^70-Chord. d a ted the 2?th March, 3D73# herein 
a n the powers Pj nd tuthoriiy exercisable by tlie Gentry. Bfigigfcrtfr 
of Cooperative Moieties under the Multi-unit Cooperative 
Societies |pt, 3942,h a va bean conferred on idle HegistraTs of 
Cboperative Societies appointed fbr the State in respect of - 
multi-unit cooperative societies which actoolly ere or are 
deemed to be registered in their respective States. 

2m delegation of powers of the Centra Rggisrtrar in 

respect of the urtdorwnentloned nine cooperative institution* 
has* however, been confined to natters pertaining to didit, 
settlenent of disputes* appeals, revision and review and 
exception of a^a^da, decisions, decrees and orders t- 

3 ) £1 India Central Land Development Bepks* 

Cooperative Union Ltds., Hyderabad. 

2) j&l India State Cooperative Banks* Federation 
Ltd a®, Bombay, 

5) National. <boper a tive Union of India Ltds.* Delhi. 

4. National Agricultural Cboperative Marketing 
Federation Ltds., Delhi. 

5. National Cooperative Qonsumers* Federation Ltds.* 
Delhi. 

6. National Federation of Cooperative SugaP 
Victories Ltd., Delhi. 

7. National Federation of Industrie! (^operatives Ltd.* 
Delhi. 

8. National Oboper Q tive Housing ^deration Ltd,:* Delhi* 

9. Inditfi Farmers* Fertilizer Cooperative Ltd*, DeLhi* 



(LXCV) 

5# 1 h« existing piboedire regarding registration of new multi-unit 

cooperative societies tfid amendment of bye-l a ws of these societies 
needs to be modified |p the light of the notification referred to 
af^ve* Ihe entire (Question h a s, therafbre, been exffiined F nd 
it is requested th a t in future, the procedure set forth below rrigy be 
followed in respect of cooperative societies, other than the nine 

societies noted axjvej- 

* 

(i) Some cooperative societies vdth objects confined to one 
St a te or p a rt of a St a te only, a re registered as *Indiah*, 

•ill India”, Uation^L” Societies* Such nonendLatures are 
niaLeading and, therefore, need tqbe avoided* NeoessaJy instructions 
in this regp.rd m«y be issued to the ooncemed 6 'ffioersj 

{11) MV ependnant to the byelaws of a State-based society which 
has the effect of converting it into a nulti-unit cooperative 
society, should not be registered without the prior approval of the 
Central Registrar of Cooperative Societies* 

(iii) Ihe approval of the Central Registrar mcy also be obtained 
before registering apendaents of byelaws of the existing multi—unit 
cooperative societies, if those psrtin to the an!oment of 
membership or extension of the cpe a of operation of the society* 
iS regards registration of tfiandacntg of byelaws net relating to 
enlargement of nembGr^iip or extension of the a roa of operation 
of the society, these need not be referred to the Central Registrar ibr 
prior approval, Such amendments nay b 0 registered by the Registry 
of Cooperative Societies 63©rcising the powers of the Qsntral 
Registrar. 

(iv) 2 he proposals in regard to the registration of 
emendraent of byelaws of societies vhich h Q ve beaome 
multi-unit societies consequent on the reorganisation of 
St a tes tfid a r Q governed by the provisions of Section 5A 
of the Multi-unit Cboper G tive Societies jpt, $42^ diould 
however, be sent to the Central Registrar for prior approval* 

(v) 3ha specific prior approval of the-Central Registrar may 
also be obtained be&re registering tt new multi-unit cooperative 
society. In thig connection, you Bay specifically comment upon 
the beluw relating to the opening of breaches by these societies 
outside the elate of their registration* In p a rticul a r, you may 
advise whether these societies should be pemitted to open iheir 
branches outside the St a te of their registration with or 



4, In so far as audit of the branches of multi-unit 

cooperative societies (other than the nine societies referred to 
above) i e concerned, it is presumed that these societies vd.ll not 
h a ve m^y branches located outside the St a te of their registration. 
In these dreum stances, it should be possible for the Registrar 
of Qooper a tive Societies of the State, where such a society is 
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acffcuaUy registered, to tfrtfige rfidit of the amounts of 
branch offices of these socdatlas thxou^i its own agency. 

In case, of jpy difficulty, the matter can be referred to the 
Gentry Registrar, 

5* is mentioned above, the povers of the Gentry. Registrar 

under the Multi-dnit Cooperative Societies Act have been 
conferred on the Registrars of Cooperative Societies appointed 
fbr the St a te in respect of multi-unit cooperative societies. 

It thor3fbre, be ensured that the officers appointed 
to assist the Registrar ahd vested with powers of 'he State 
Registrar under the £t a te Cooperative Societies Act do net ' 
perform sfcaiutoty functions like registration e5c,, in respeot 
of societies filing within the purview of tie M’-tlti-ur.it 
Cooperative & crloties jft, Die Rjgi.Mtr a r cf Cooperative 
£b defies for the £& a te on whom powers of the Cint^JL 
Registrar h a ve been conferred should alone perform <$idi functions, 

6, Die procedure outlined in this letter will not <pply 

in relation. to the nine cooperative societies referred to above, 

7, Diis supersedes the guidelines circulated vide 
this Ministry * 3 letter No, 3-40/60-CT d a tod ?<-th November, ©61 
rfid 93th April, ©63 gfid letter No.L/ 1 ©;?j5/3^'7(>-Credit, 
dated the b5ih Mjy, ©70, 

Die receipt of ihis letter m^r kindly be 
acknoxfledg^d, 

Yours faithfully, 

(Sd/- K.S. Bawa) 

ffoint Secretary to the Government of India 

GbpY to* 

It Die Secretary Inch a rge of Cooperative 
All State ^AJnion Dsrritories, 

2* Die Director of Industries & Qommeroe, Tallinadu, Madras 

3, Die Joint Director of Industries & Gbmmerce, Tanil Nadu, Madras, 

4, Die Joint RSgistrtfr of Cboper a tive Sbdeties (IjU) . 

Trfnilnn&u, Madras, 

5, Die Additional Registry of Cboper a tIve Sbdetiesj 
Vtegt Bengal, Calcutta, . 

6, Die Joint Registrar of Cooperative Societies, 

Bombay Division, Barber, 

7, Die Reserve B^ik of Indi^ 404 Central Office, I^pfc 

8, Die Searet a jy, NCD4 New DaLhi, 

9, All Officer^Sections in ihe D©nq^taent of Cooperation, 

Sd/— K*3* B a w a 

Jbint Secretary to ihe Govt, of India 
&» « 



